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1. Background and Introduction
1.1.Song Networks Oy in Finland and it's subsidiary companies in
Denmark, Norway and Sweden
Song Networks, formerly Telel Europe, exists in the Nordic countries in
Sweden, Finland, Norway and Denmark as a data and telecommunications
operator. Song Networks (later Song) owns it's backbone and local access

networks with broadband capacity.

Song offers its business customers broadband solutions for data
communication, Internet and voice to businesses in the Nordic region. The
Company was founded in Sweden in 1995 and provides employment for
approximately 1,000 persons. The group head office is located in Stockholm

and there are an additional 34 offices located in the Nordic region.

Song entered in Finland and started from scratch by acquiring a small Internet
Service Provider (later ISP) Clinet Oy in June 1999. Clinet was a company
with high knowledge in data and Internet operating since 1987. Ministry of
Transport and Communications in Finland granted Song a licence to construct
a third generation (later 3G) mobile network in the Finnish province of Aland in
September 1999. Song enlarged its presence in Finland by acquiring seven
small and middle-sized companies in May 2000, and the next large merger
was with a similar sized data and telecommunications operator Telia Finland
Oy in June 2001. Simultaneously the other Nordic Song companies performed

similar mergers in their home countries.



The construction of the Finnish 6.000 kilometres fibre backbone in 30 cities

started in autumn 1999 and was completed at the end of 2001.

Song has a clear focus on it’'s core business: to provide value added services
with its’ own backbone fibre infrastructure to the end customers and operators
through voice services, business-critical server hosting, local area network
interconnecting and other technical network elements to its business-to-

business (later B-2-B) customers.

1.2. Finnish Mobile Telecommunication Markets
Finnish markets are quite narrow; the calculated population is 5,188 million
people by the authorities of Finland. The Finnish mobile markets are quite
saturated with the existing 4,381 millions subscribers, what means basically
that every Finnish person from 5 to 69 years old should have their own mobile
subscription.

Country Penetration % Total amount of Subscriptions
Finland 84,65 1% October 2002 = 4 381 400

Table 1.1. Source: Mobile Communications, Oct 1, 2002

According to the Telecommunications Administration Centre of Finland
(2000), 79% of subscriptions are for private and 21 % are for business
customers. This means that the potential rate of corporate customers will be
approximately the existing 920.000 business subscriptions in Finnish mobile

markets.



Population in Finland by age and sex

Age 0-4 5-9 10-14 15-19 20-24 25-29 30-34 35-39 40-44 45-49
Women 140347 157671 158 059 160820 159 350 151 954 164 393 184 707 186 371 197 444
Men 146 445 164106 164 959 168 400 166 249 160 236 170678 191831 191 720 201 113

Age 50-54 55-59 60-64 65-69 70-74 75-79 80-84 85-89 90-94 95-

Women 208487 163585 142181 121296 122077 105469 72475 41658 15894 3066
Men 212453 162079 131892 103927 90397 60886 31184 14012 4388 642

The population in Finland

450 000
400 000
350 000 -
300 000 - —
250 000 - —
200 000 - —
150 000 4
100 000 4
50 000 - —
0 T T T T T T T T T T T T

5-9 10-14 1519 20-24 25-29 30-34 35-39 40-44 4549 50-54 55-59 60-64 65-69
Age

Table 1.2. Source: www.stat.fi_ Statistics Finland, The population is in the ‘grey area’

4.345.961 inhabitants (from 5-69 years) totally

1.2.1. Defining the overall Finnish markets
The Finnish gross national production increased to very productive from the
index 1995 after a big recession period from 1991 to 1994. According to
Statistics Finland, the economy trend has decreased since the fourth quarter

of year 2000 (Figure 1.1).

Finland is a country with a very large amount of small companies that employ
44% of the total amount of employees. Middle-sized corporations have a
share of 16%, and the rest of the Finnish people, 40%, are working in Large

and X-large companies (Figure 1.2).
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Figure 1.1: The economical growth increases in Finland

The Bank of Finland prognosed, that the gross national product shall grow
1,4% until the end of year 2002. The growth will slightly although increase

to 2,8% by the end of 2003 and 3,3% by the end of 2004.

The Bank Of Finland's macroeconomic forecast 2002-2004 (Bank
of Finland Bulletin 3/2002, p. 1, 9" September 2002) reports:
“Finnish has slowed this year, to around 2% pa and is projected
to stay at that level over the next couple years. The
unemployment rate is rising moderately and is likely to continue
on the same path into the early part of next years. Stronger
growth should cause the rate to trend moderately downward in
the following years, to less than 9% by the end of the forecast

period. ”

The growth of the total output is forecast to be less than 1% per
cent during 2002. (Ministry of Finance, Economic Bulletin 3/2002,
p. 1, 17" of September 2002).



Enterprises, 2000

Industry Enterprises Personnel Turnover

% 1000 % mil. %
Agriculture, hunting, forestry and fishing 7852 3,5 22 1,7 2559 1,0
Manufacturing 25687 11,5 423 32,5 102233 39,0
Construction 28 758 12,9 117 9,0 14904 5,7
Trade 48 114 21,6 230 17,7 85 446 32,6
Hotels and restaurants 10054 45 49 3,8 3928 1,5
Transport, storage and communications 23297 10,5 152 11,7 20310 7.8
Financial intermediation and insurance 3053 14 44 3.4 - -
Real estate and renting activities 11161 5,0 25 1,9 4050 1,5
Technical services and other business activities 31461 14,1 149 11,5 14882 5,7
Other industries 33380 15,0 89 6,9 13685 5,2
All industries 222817 100 1301 100 261996 100

Size of personnel

Sorg 0-9 (small) 207004 92,9 320 24,6 43088 16,4
Morg 10-49 (middle) 13014 58 250 19,2 42351 16,2
Morg 50249 (middle) 2237 1,0 224 17,2 47108 18,0
Large 250-499 (L) 296 0,1 104 8,0 26650 10,2
X-Large 500— (XL) 266 0,1 403 31,0 102798 39,2

Source: Statistics Finland, Last Modified: 1st of March 2002

Figure 1.2: Employees in the Finnish companies by Statistics Finland, 2002

According to Statistics Finland, organizations employing from 10 to 250
people have nearly 34 % employers in the middle-sized companies and small
entrepreneur (0-9) companies’ employ 16,4 % of the total amount of

employees. Technical line of business employs 11,5 % of total people.

1.2.2. Operators’ Market Shares in Finland 2001
The private telephone companies have operated in Finland since 1880. In the
1930s there were over 800 private telephone companies in Finland. Since
then, the telecommunication industry has been a duopoly of Sonera Oyj

(previous state-owned Telecom Finland) and the local telephone operators,
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which have formed the Finnet Association (founded 1921). Nowadays Finnet

has 42 local telephone companies as their members. "

Sonera Oyj has been an analogue NMT" mobile telephone operator since

1980's and a digital GSM telephone operator since 1992. Oy Radiolinja AB is

owned by Elisa Oyj and was founded in 1988. These two operators have

mobile market dominance with the 87,4 % market share (2001). The local

telephone operators own a service provider named DNA Finland Oy which

has 4,8% market share. These Service Providers have market shares as

given below:

Mobile Service Operator Mobile Network Operator
Sonera Sonera
Radiolinja (1) Radiolinja
DNA Finland Suomen 2 G
Telia Mobile (1) Radiolinja
Telia Mobile (1) Telia Mobile
Jippii Sonera
Elisa (1) Elisa
Alands Mobiltelefon Alands Mobiltelefon
RSL Com Finland Sonera

total

Table 1.3. The number of digital mobile subscriptions by networks in Finland 2001 v

pcs
2 421 533
1197 704
200 000
158 500
80 500
44 560

20 000

8 740
5800
4137 337

1.3. Mobile Virtual Network Operating model (later MVNO)

% -Share
58,5

28,9

4,8

3,8

1,9

11

0,5

0,2

0,1

The term MVNO has existed for several years to a model to offer mobile

services. The best known and most quoted MVNO business case is Virgin

Mobile in United Kingdom from mid 1999 with its 865.306 customers at the

end of Q1/2001. There are no service providers operating with “pure” MVNO

model in the Finnish mobile markets yet (see Figure 1.3).
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According to article by Port It As what defines MVNO, that it takes control on
outbound and inbound calls, has their own mobile switching infrastructure and
possibly Intelligent Network (later IN) —platform. MVNO has their own number

range and to all purposes appear to be an independent mobile network.

1.3.1. The definition for the MVNO by OFTEL and ODTR

a. Definition of Office of Telecommunications (later OFTEL), UK
regulator: “An organisation that offers mobile subscription and
call services but does not have an allocation of spectrum.”

b. Definition of ODTR, Irish regulator: “MVNO is defined as an
organisation operating a physical network infrastructure
comprising as a minimum a GSM mobile switching center, home
location register and authentication center (or 3G equivalents),
having its own unigue mobile network code with distinct number
series (where applicable) and issuing own branded SIM cards
(or 3G equivalents) but without a mobile radio access network.”

Commercial control
€ >

Access
Transmission

Network || Tariffing
Elements|| Billing

Customer

Switching Care

Marketing

i Affinity
Mobile Network O t
obile Network Operator Partner

Mobile Network Operator Service Provider

Mobile Network Operator Enhanced Service Provider

Mobile Network “Pure” Mobile Virtual Network Operator

Operator
Telecoms capability ] .
Required and level | High Med-High Med-Low Low
of investment
Ability to . ]
differentiate High Med-High Med-Low Low

value-add service

Source: Mason Communications

Figure 1.3: The sliding scale of MVNO's
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1.4. Author’s Personal objectives
The author began working with Telel Europe in Finland Oy (Song Networks
Oy after March 2001) on 1% of August 2000 as a Business Development
Manager for the Mobile Services. He was in charge of the Finnish mobile
strategy, and during period of September 2000 to August 2001 he created the
strategy and business plan for the mobile services. Due to the organisational
changes after the acquisition of Telia Finland Oy 20" of June 2001, the author
was in charge of Service Development in Finland for several months in

autumn 2001.

Song desired to have the Nordic aspect for the centralized product and
service development unit, and the author was employed by the holding
company of Song as a Nordic Product Development Manager. As a fast-
moving company, Song decided to rearrange it's organisations in the Nordic
countries during the spring 2002, and the author took the responsibility of
developing the Carrier Sales and Wholesale Relationships unit in Finland at

1 of April 2002.

After the study of MVNOs, the author aspires to have enough knowledge to be
able to consult the next and following generation mobile operators entering

into the Finnish markets.

1.5. Aim and Scope
It is important for Song to examine the mobile services and the development

of Mobile Virtual Network Operating in the Finnish markets. On the other

13



hand, if Song decides to not to launch it's own mobile services, it can facilitate
the entering domestic or foreign operators to the Finnish markets. The focus
of the dissertation is to investigate the most important factors and variables,
which are affecting companies entering the Finnish mobile business markets.
The aim of the dissertation is to find out, whether the quality of content and
services is the most important success factor, and which could be the factors

to gain success in the Finnish mobile markets.

1.6.Research and Methodology
The focus of the literature review is in appropriate literatures to investigate of
the Critical Success Factors (later CSFs), economics, management and
strategic planning, which give logical path for preparing a company to enter
the developing markets. The material of the vendors and operators, Internet,
the newspaper articles, operator’s reports and EU literature will be used also
as the major source of information. To get an understanding how the end-user
will appreciate the way of Song acts and operates, the two latest studies of
Customer Relationships Management (later CRM) surveys will be analysed.

This will give an indication of how to build cooperation with the customers.

The fieldwork shall be done by internally interviewing the professionals of
Song and externally the mobile professionals in other relative companies. The
author plans to undertake several structured, face-to-face interviews with
people at different levels in the Finnish mobile industry and authorities in order
to get an indication of how the mobile services will affect to the Finnish

business segment and how to launch a new operating model.

14



1.7. Structure
The brief background information about Song in Finland, the Finnish mobile
telecommunication markets and the MVNO model is given in the first part of
the dissertation. The author’s personal objectives, aim and scope as well as

the research work and methodology are described in this part.

The literature review is a description part of the material investigated for the
dissertation. The meaning of this part is to explain the information found from
the literature related to the CSFs. The marketing and quality issues and also
the aspects of before and after sales will be examined based on the literature.
The companies entering markets will have also references from the

positioning and targeting aspects in the new markets.

The available secondary data includes also the briefly analysed surveys of the
CRM made for Song. The fieldwork includes the research and methodology
part with the research findings. The discussion section is a comparison
between the literature researches towards fieldwork findings.

Recommendations and conclusion are given in the end of this dissertation.

15



2. Literature Research

2.1.Defining Critical Success Factors (later CSFs)
Malcolm C. Munro (1987) refers to John F. Rockart (1978): “CSFs are those
that determine success for a company or a business unit, those tasks that
must be done well to ensure business. Rockart indicates that ensuring the
attainment of an organisation’s goals necessitates good performance in these
areas; therefore, it is imperative that management receive constant feedback
regarding them. In Rockart’s article, some CSFs mentioned were
technological reputation, company morale and liquidity position.” By the field
study made by Munro, the CSF identified by all managers was human

resources.

J.F. Rockart (1978) has used the concept of CSFs to assist in defining the
CEO'’s and general manager’s information needs. This approach forces the
key decision maker to identify those information needs that are critical or
important to the success of the business by the article of Joel K. Leidecker

and Albert V. Bruno (1987).

Joel K. Leidecker and Albert V. Bruno (1987) list CSFs to be those
characteristics, conditions or variables that, when properly sustained,
maintained or managed, can have significant impact on the success of a firm
competing in a particular industry. The authors continue, that R.D.Daniel
discussed in the early 1960’s and R.N.Anthony in 1972 that the management

control system in addition to measuring profitability identifies certain key

16



variables (also strategic factors, key success factors, key result areas and

pulse points) that have a significant impact on profitability.

According to John E. Prescott (1987), CSFs are areas, which a business must
do adequately in order to be successful. George S. Day (1987) writes in a
case of the 3M planning system that CSFs determine ultimate success or
failure. Michael Armstrong (1992) states in his book that CSFs spell out the

factors contributing to successful performance and standards to be met.

Gerry Johnson and Kevan Scholes (2002) write in their book that an
understanding of what customer values is the starting point. Authors continue
that all potential providers have to offer the threshold product features to stay
in a particular market or market segment. CSFs are the product features that
are particularly valued by a group of customers and, therefore, where the

organisation must excel to outperform competition.

On the Internet web pages of Paul Lemberg (2002), he emphasises the
importance to identify CSFs by asking “What matters?” for focusing what is

important.

2.1.1. Identifying and Measurement of CSFs
lan C. MacMillan and Patricia E. Jones (1987) state: “These will vary from
company to company, but generally they include exceptional management of
several of the following: product design, market segmentation, distribution and

promotion, pricing, financing, securing of key personnel, research and

17



development, production, servicing, maintenance of quality and value, or

securing key suppliers.”

John E. Prescott says in the book ‘Strategic Planning and Management
Handbook (1987)’ that John Rockart and his associates have identified five
sources: the industry, the competitive position of the business in the industry,
broad environmental forces, temporal factors, and the managerial job
requirements. Prescott writes that Leidecker and Bruno identified three
primary uses of strategic planning. A CSF can be a characteristic such as
price advantage, a condition such as capital structure or advantageous
customer mix, or an industry structural characteristic such as vertical
integration by Joel K. Leidecker (1987). He continues: "The concept of CSFs
can be applied at three levels of analysis: firm-specific, industry and economic

or socio-political environment.”

According to Joel K. Leidecker and Albert V. Bruno (1987), the identification of
CSFs provides means by which an organisation can assess the threats and
opportunities in its environment. CSFs also provide a set of criteria with which
to evaluate or access the strengths and weaknesses of the firm by these
authors. They continue that these two elements are cornerstones of the
strategic planning and strategy development processes. By John E. Prescott
(1987), the CSFs can be used to identify threats and opportunities in the
industry and from the competitors, internal strengths and weaknesses to
develop competitive advantage and setting priorities for the businesses

resource-allocation process.

18



C.W. Hower and D.E. Schendel (1978) determine the CSF analysis can aid
the strategy development process at three different junctures: environmental
analysis, resource analysis and strategy evaluation. They state that
environmental analysis includes an assessment of the social, political,
economic and technological climates and their general impact on an industry
and firm. This analysis usually focuses on the firm’'s competitive environment,
it identifies the significant threats and opportunities facing a firm, and a
strategist can identify the essential competences, recourses and skills
necessary to be successful in a particular industry. They continue: “Resource
analysis involves an inventory of a firm's strengths and weaknesses. CSF
analysis identifies those variables and provides greater depth and insight. This
level of input provides more useful information for assessing a firm’s
competitive advantage — a firm’s competencies versus its competitors. The
strategy evaluation involves comparing strategic alternatives with the specific

goals and objectives of the firm.”

C.R. Ferguson and R. Dickinson (1982) believe that the special attention will
be deserved of the company’s board members in areas with management
development, organizational development, research and development, and
diversification efforts. They consider CSFs within the framework of this kind of

an integrative strategic approach and the use of CSFs in strategic planning.

K. Ohmae (1982) suggests that the key factors for success in an industry can
be identified either by analysing the industry’s perceived market segment or

by contrasting industry winners with industry losers, by the article of Joel K.
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Leidecker and Albert V. Bruno (1987). Ohmae indicates also that the
importance of CSF identification by pointing out that success or failure of the

firm is directly linked to the success factor.

Having identified the CSFs, the manager of a business unit and the analyst
attempt to identify specific performance measures for each one, writes
Malcolm C. Munro (1987). The author states: “ Once performance measures
have been identified, the actual performance standards to be met can be set.
Frequently, performance standards will be derived directly from the business
plan. Generally, once the performance measures and standards are
determined, the data required to evaluate progress in relation to these
standards are easily identified. Taken together, business unit objectives,
CSFs, performance measures and performance standards constitute a work
plan for the managers in question. Once performance measures and
standards have been decided on, it is important for the corporation to
establish a performance review process. If such a process is not established,

the performance measurement exercise will be of little value.”

According to Malcolm C. Munro (1987) the generic CSFs are those that are
industry dependent and would be common to any manager in the industry.
The author continues that business and industry criteria are the key elements

of what it takes to be successful.

An understanding of customer needs and how they differ between segments

is crucial to developing the appropriate strategic capability in an organisation

20



by Gerry Johnson and Kevan Scholes (2002). Authors continue as their key
message, that it is important to see ‘value’ through the eyes of the customer
or stakeholder. According to the authors, different customer groups value
different product features, organisations will need to compete on different
bases and through different resources and competences. The authors write
that the CSFs may change if many providers can meet the previous CSFs.

They continue that competition moves to meeting new CSFs and advantage

will be gained by those organisations that are competent to deliver these other

aspects of the customer experience.
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2.2. Defining Strategy and Strategic Analysis
Thomas Schelling (1960): “A strategic move is one that influences the other
person’s choice, in a manner favourable to one’s self, by affecting the other

person’s expectations of how one’s self will behave.”

James Brian Quinn (1980) determines strategy as the pattern or plan that
integrates an organisation’s major goals, policies and action sequences into a

cohesive whole.

Kenneth R. Andrews (1980) says that corporate strategy is a pattern of
decisions in a company that determines and reveals its objectives, purposes,
or goals, produces the principal policies and plans for achieving those goals,
and defines the range of business the company is to pursue, the kind of
economic and non-economic contribution it indents to make to its

shareholders, employees, customers and communities.

The organisation’s competitive strategy includes statements regarding its
functional and strategic roles, how it plans to compete, key success factors,
action plans, goals and objectives, write lan C. MacMillan and Patricia E.
Jones (1987). They continue that it delineates how financial, physical and
human resources must be allocated in response to the threats, opportunities,

and constraints facing the organisation.

Michael Armstrong (1992) guidelines, that an organisation’s mission

statement is supported by a strategy (including CSFs) and a set of core
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values, which are clearly understood and communicated. He continues that
strategy is a declaration of intent, which is concerned with the long-term

allocation of company resources to fulfil its mission.

According to Gerry Johnson and Kevan Scholes (2002), strategy is the
direction and scope of an organisation over the long term, which achieves
advantage for the organisation through its configuration of resources within a

changing environment and to fulfil stakeholder expectations.

George S. Day (1987) asks for the strategic analysis as follows:

What about outside influences — new technology, regulatory changes
and competitive conditions?

Who are the key competitors?

What share of the market do competitors hold?

What strategies have competitors adopted?

2.2.1. Strategic Capability
Michael Porter's Competitive Advantage of Nations (1990) states: “One
challenge is to expose a company to new market and technological
opportunities that may be hard to perceive. Another is preparing for change by
upgrading and expanding the skills of employees and improving the firm’'s
scientific and knowledge base. Leadership is important to any success story,
but is not in and of itself sufficient to explain such successes. Innovation
grows out of pressure and challenge. It also comes from finding the right
challenges to meet. The main role of the firm’s leader is to create the

environment that meets these conditions.”
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Porter continues, that a company should actively seek out pressure and
challenge, not try to avoid it. Part of the task is to take advantage of the home
nation in order to create the impetus for innovation as follows:

Sell to the most sophisticated and demanding buyers and channels
Seek out the buyers with the most difficult needs

Establish norms of exceeding the toughest regulatory hurdles or
product standards

Source from the most advanced and international home-based
suppliers

Treat employees as permanent

Establish outstanding competitors as motivators

Porter says that in reality, competition is dynamic and complacent firms will
lose to other firms who come from a more dynamic environment. Good
managers always run a little scared and they respect and study competitors,
he says, and in global competition, the pressure of demanding local buyers,
capable suppliers, and aggressive domestic rivalry are even more valuable

and necessary for long-term profitability.

The resources and competences of the organisation make up its strategic
capability state Gerry Johnson and Kevan Scholes (2002). They continue, that
strategic capability cannot be regarded in a static way and what customers
value, will vary over time — particularly the CSFs. Competences will become
redundant if not changed and core competences will be matched by others
and become threshold competences to stay in business by the authors.
Strategic capability is about providing products or services to customers that

are valued — or might be valued in the future.
24



2.2.2. Core Competence
Gary Hamel and C.K. Prahalad (1990) define core competence in the short
run as a company’s competitiveness derives from the price/performance
attributes of current products. In the long run, competitiveness derives from an
ability to build, at lower cost and more speedily than competitors, the core
competencies that spawn unanticipated products. The real sources of
advantage are to be found in management’s ability to consolidate corporate-
wide technologies and production skills into competencies that empower
individual businesses to adapt quickly to changing opportunities.
The authors continue, that core competencies are the collective learning in the
organization, especially how to coordinate diverse production skills and

integrate multiple streams of technologies.

Hamel and Prahalad identify core competencies as follows:

1. A core competence provides potential access to a wide variety of
markets

2. A core competence should make a significant contribution to the
perceived customer benefits of the end product

3. A core competence should be difficult for competitors to imitate

The author continue: “Learning within an alliance takes a positive commitment
of resources — travel, a pool of dedicated people, test-bed facilities, time to

internalise and test what has been learned.

Henry Mintzberg, James Briann Quinn and Sumantra Hoshal (1995) write:

“Core competence is communication, involvement and a deep commitment
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working across organisational boundaries. It involves many levels of people
and all functions. They are also the engines for new business development.
They may guide patterns of diversification and market entry, not just by the
attractiveness of markets.” They continue, that core competencies are the
wellspring of new business development and core competencies should

constitute the focus for strategy at the corporate level.

Susan P. Douglas and C. Samuels Craig (1995) write that a core competence
should be difficult to imitate, so that will provide the company with a
sustainable competitive advantage. They continue, that is probably the most
difficult criterion to satisfy but is especially crucial in international markets and
building strategy based on the firm’'s core competencies provides a solid
foundation and a long-run vision for future growth. They continue: “While a
competitive line-up of products may provide short-run profits, their success
may be short-lived as customer tastes evolve or competition enters market.
Emphasis on core competences, on the other hand, allows for continuous
generation of new ideas and strategic options designed to outmanoeuvre
competitor initiatives. Core competencies are grounded in the specific skills or

expertise possessed by a firm a given area or stage of the value chain.”

According to Gerry Johnson and Kevan Scholes (2002), core competences
are activities or processes that critically underpin an organisation’s

competitive advantage. Core competences create and sustain the ability to
meet the CSFs of particular customer groups better than other providers in

ways that are difficult to imitate. They write more: “A core competence could
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be the processes of innovation — which requires the knowledge to link
together many separate areas of knowledge such as brand development,

marketing and financial services.”

2.2.3. Unique Resources
The terminology of unique resources means those resources that create
competitive advantage and are difficult to imitate by Gerry Johnson and Kevan
Scholes (2002). The question set by them helps to understand: “What unique
resources might organisations have to meet the CSFs of a particular segment
and gain competitive advantage?” A unique resource can be knowledge or
particularly talented individuals for service organisations by the authors. For
example, some knowledge will be a unique resource by the authors.
Knowledge is defined as awareness, consciousness or familiarity gained by

experience or learning by them.
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2.3. Defining Competitive Advantage
Richard Rumelt (1980) says that competitive strategy is the art of creating or
exploiting those advantages that are most telling, enduring, and most difficult
to duplicate. He continues, that competitive advantage can normally be traced
to one of three roots:

Superior resources
Superior skills

Superior position
The first two advantages are obvious and they represent the ability of a

business to do more and do it better than it rivals.

In the Generic Strategies (1985) Michael Porter states that there are two basic
types of competitive advantage a firm can possess: low cost or differentiation.
These combine with the scope of a firm’'s operations to produce ‘three generic
strategies’ for achieving above-average performance in an industry: cost

leadership, differentiation and focus.

In the Competitive Advantage of Nations (1990) Michael E. Porter states the
long-term challenge for any firm is to put itself in a position where it is most
likely to perceive, and best able to address, the imperatives of competitive
advantage. Competitive advantage ultimately results from an effective
combination of national circumstances and company strategy. Conditions in a
nation may create an environment in which firms can attain international
competitive advantage, but it is up to a company to seize to opportunity, says

Porter.
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A firm is said to have a competitive advantage when it is implementing a value
creating strategy not simultaneously being implemented by any current or
potential competitors according to Jay Barney (1991). It is said to have a
sustained competitive advantage when it is implementing a value creating
strategy not simultaneously being implemented by any current or potential
competitors and when those other firms are unable to duplicate the benefits of

that strategy, he continues.

29



2.4. Entering Markets
Stephen Young, James Hamill, Colin Wheeler and J. Richards Davies (1989)
write that the strategic management process would begin with the analysis of
internal and external environments and the determination of objectives,
leading on the analysis and selection of strategies, and thereafter to the
implementation of strategies and evaluation and control. These authors
continue: "Assuming that the firm does make the choice to ‘go international’ to
achieve its expansion objective, essentially the whole series of decisions on
direction of development and methods of achieving development have to be
replicated”. Issues to be considered include the following by them:

Products/Services
Markets
Functions

Technology

o hr 0 DbdPE

Entry and development methods

They continue, that all these elements would be incorporated within the
international business/international marketing plans, setting forward the
objectives, goals, resources and policies to direct the company’s foreign

activities over a three- to five-year time horizon.

Young, Hamill, Wheeler and Davies (1989) state that these factors allows the
possibility of explaining both cautious risk-minimising behaviour and abrupt
shifts in international supply methods:

1. Internal environmental factors
a. Organisational structure and capacity
b. Administrative co-ordination inside the firm

c. Management culture and attitudes
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d. Management and personnel resources
2. External environmental factors
a. Country risk (political instability, economic fluctuations, currency
changes)

b. Strategies of competitors (including market-servicing strategies)

2.4.1. Environmental Analysis
Kenneth R. Andrews (1980) writes: “Determination of a suitable strategy for a
company begins in identifying the opportunities and risks in its environment.
The environmental influences relevant to strategic decision operate in a
company'’s industry, the total business community, its city, its country and the

world. They are technological, economic, physical, social and political in kind.”

Joel K. Leidecker and Albert V. Bruno (1987) state that environmental
scanning, econometric models, socio-political consulting services and
governmental affairs departments are but a few of the diverse sources and
approaches used to monitor and assess the environmental impact on an

industry and the firms comprising that industry.

According to Susan P. Douglas and C. Samuels Craig (1995), marketing and
distributing skills are typically less readily transferable and may require some
degree of adaptation to differences in local environmental conditions,
customer tastes and preferences. Similarly, firms may find that the customer
benefits generated by their core competence do not match specific customer
requirements in other countries, they say and continue: “A firm’s core

competence may not provide a competitive advantage in foreign markets due
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to differences in the nature of competition and their competitive offerings. A
local competitor with a similar core competence may already have established
a strong position in the local market, which may be difficult to challenge. In
entering international markets, a firm needs to assess whether and how its
core competence in its domestic market can be effectively transferred to other
countries. Some skills and assets generate additional value or benefit from
being utilized across international boundaries. For example, a corporate or
brand image could be enhanced through increased visibility in international

markets.”

2.4.2. Industry Analysis
Michael E. Porter (1979) states that competition in an industry is rooted in its
underlying economics and competitive forces exist that go well beyond the
established combatants in a particular industry. Porter writes more;
customers, suppliers, potential entrants and substitutes products are all
competitors, which may be more or less prominent or active depending on the
industry, and if barriers to entry are high and a newcomer can expect sharp
retaliation from the entrenched competitors, obviously he will not pose a
serious threat to entering. Porter says, that there are six major sources of
barriers to entry:

Economies of scale

Product differentiation

Capital requirements

Cost disadvantages independent of size

Access to distribution channels

2L S o

Government policy
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Porter continues: “Once the corporate strategist has assessed the forces
affecting competition in his industry and their underlying causes, he can
identify his company’s strength and weaknesses. Then the strategist can

devise a plan of action that may include”:

1. Positioning the company so that its capabilities provide the best
defence against the competitive force
For example, building defences against the competitive forces or as
finding positions in the industry where the forces are weakest
2. Influencing the balance of the forces through strategic moves, thereby
improving the company’s position
For example, innovations in marketing can raise brand identification
or otherwise differentiate the product
3. Anticipating shifts in the factors underlying the forces and responding to
them, with the hope of exploiting change
For example, solidifying relationships with favourable customers,
differentiating the product either substantively or psychologically
through marketing, integrating forward or backward, establishing

technological leadership

Michael E. Porter (1980) writes that in an emerging industry, the configuration
of mobility barriers is often predictably different from that which will
characterize the industry later in its development. He continues, that common
early barriers are the following:

Propriety technology

Access to distribution channels

Access to raw materials and other inputs (skilled labour) of
appropriate cost and quality

Cost advantages due to experience, made more significant by the

technological and competitive uncertainties
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Risk, what raises the effective opportunity cost of capital and

thereby effective capital barriers

According to the article of Joel K. Leidecker and Albert V. Bruno (1987)
Michael E. Porter’s (1980) framework consists of five components: barriers to
entry, substitutable products, suppliers, buyers and competition for the
identification and justification of industry CSFs. They continue about Porter’s
Analysis of Competition: “The focus is a narrow one. It is limited to the
competitive environment or how firms compete as opposed to the industry
structure approach, which includes analysis of competition as one of the five
structural elements to analyse. The proponents of this approach argue that
competitor analysis is one of the most important, if not most important, source

of CSFs.”

See Figure 6.2: Michael E. Porter, Competitive Strategy (1980): Techniques for Analysing

Industries and Competitors  Porter’s five forces

Xavier Gilbert and Paul Strebel (1986-87) identified three main steps to
competitive advantage in an industry:

1. Industry definition
2. ldentification of possible competitive moves

3. Selecting among generic strategies

George S. Day (1987) states that the first step of the planning process in any
Strategic Business Unit (later SBU) or operating unit is to characterize the
industry. Managers need to identify factors that will influence the strategies

they select — for instance, the size and growth rate of the industry, he says.
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According to the case of the 3M planning system by George S. Day (1987) the
managers need to ask, "Where do | get the competitive edge for long-term
success in my industry?” He continues that a one way is to rank the business
against its competitors in an industry to develop a measure of its relative

competitive position.

David Begg, Stanley Fischer and Rudiger Dornbusch (1987) determine a
perfectly competitive firm that it faces a horizontal demand curve at the going
market price and it is a price taker. The authors also say, that an imperfectly
competitive firm cannot sell as much as it wants at the going price. They
continue that an oligopoly is an industry with only a few producers, each
recognizing that its own price depends not merely on its own output but also
on the actions of its own important competitors in the industry. An industry
with monopolistic competition has many sellers producing products that are

close substitutes for one another.

Each firm has only a limited ability to affect its output price, they say and
continue: “A perfectly competitive industry have four characteristics” as
follows:

Many firms, each trivial relative to the industry as a whole
A standardized or homogeneous product

Perfect customer information about product quality

A s

Free entry and exit
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According to Spyros Makridakis and Dominique Héau (1987), it is important to
distinguish short-term and long-term barriers since experience has shown that

in the long run few barriers hold.

The authors continue: “Now matter how clever those building barriers are,
there is no guarantee that someone will not find a more ingenious way to
destroy them. The trade-off involved here is between devoting organisational
resources and energy to building barriers versus attempting to better the
organisation, making it competitive in the marketplace in a way that can

directly meet competition rather than attempting to shut it off.”

Henry Mintzberg (1988) states that an organisation can enter a new business
by developing it itself or by buying an organisation already in that business.
He says. “Both internal development and acquisition involve complete
ownership and formal control of the diversified business. There are a host of

other possible strategies”, as follows:

Strategies of Entry Strategies of Control

Internal development

1. Full ownership and control Acquisition

Majority, minority
Partnership, including
o Joint venture
0 Turnkey, temporary control

2. Partial ownership and control

Licensing
3. Partial control without ownership - Franchising
Long-term contracting

Table 2.1. The strategies of Entry and Control by Henry Mintzberg, 1988
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In the Competitive Advantage of Nations (1990), Michael Porter states that
beyond pressure to innovate, one of the most important advantages an
industry can have is early insight into important needs, environmental forces
and trends that others have not noticed. Better insight and early warning
signals lead to competitive advantages and firms gain competitive position
before rivals perceive an opportunity or a threat and are able to respond, he
says and continue, that a firm must find the right focus or location within the
nation and work to overcome the filters that distort or limit the flow of

information as follows:

Identify and serve buyers (and channels) with the most anticipatory
needs

Discover and highlight trends in factor cost

Maintain ongoing relationships with centres of research and sources of
the most talented people

Study all competitors, especially the new and unconventional ones

Bring some outsiders into the management team

Porter says: “Industries that are related or potentially related in terms of
technology, channels, buyers, or the buyers obtain or use products are
potentially important to creating and sustaining competitive advantage. The
presence in a nation of such industries deserves special attention. These
industries are often essential source of innovation. They can also become
new suppliers, buyers, or even new competitors.” He continues, that the
likelihood that a firm can achieve breakthroughs or innovations of strategic
importance in an industry is also influenced by its home nation, and innovation

and entrepreneurial behaviour is partly a function of chance.
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But it also depends to a considerable degree on the environment in which the
innovator or entrepreneur works. A firm can raise the odds of success if it is
competing in industries, and with strategies, where the nation provides an

unusually fertile environment for competitive advantage.

Jan Barney (1991) writes that barriers to entry or mobility are only possible if
current and potentially competing firms are heterogeneous in terms of the

resources they control and if these resources are not perfectly mobile. For a
barrier to entry or mobility to exist, firms protected by these barriers must be
implementing different strategies than firms seeking to enter these protected

areas of competition.

Henry Mintzberg (1995) writes that an attractive industry with a high average
return on investment will be difficult to enter because entry barriers are high,
suppliers and buyers have only modest bargaining power, substitute products
or services are few and the rivalry among competitors are stable. A company
can enter new industries by acquisition or start-up, says Mintzberg and

continues: “In a start-up, the company must overcome entry barriers.

Bearing the full cost of the entry barriers might well dissipate any potential
profits. Otherwise, other entrants to the industry would have already eroded its
profitability. The more attractive a new industry, the more expensive it is to get

into.”
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Douglas and Craig (1995) state that firms also try to sustain advantage by

building barriers to prevent competitors entering their domains through:

Resource-based advantage, through the robustness of their
resources and competences

Strongholds, a firm may try to dominate particular areas

‘Deep pockets’, substantial surplus resources

Scale of the operation, global scale in certain markets is necessary

to be a credible competitor

Michael Parkin (1999) states that barriers to entry are legal or natural
impediments. The author continues. “A legal monopoly is a market in which
competition and entry are restricted by the granting of a public franchise,
license, patent or copyright, or in which a firm has acquired ownership of a
significant portion of a key resource. A natural monopoly occurs when one
firm can supply the entire market at a lower price than two or more firms can.
This situation arises when demand limits sales to a quantity at which

economies of scale exist.”
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2.4.3. Brand and Product positioning
Philip Kotler (1984) determines: “A brand is a name, term, sign, symbol or
design, or a combination of them, indented to identify the goods and services
of one seller or group of sellers and to differentiate them from those of
competitors. A brand is a seller’'s promise to consistently deliver a specific set

of features, benefits and services to the buyers.”

He states that branding the product is a major issue in product strategy. He
continues: “Developing a branded product requires a great deal of long-term

investment spending, especially for advertising, promotion and packaging.”

According to Kotler, a brand can convey up to six levels of meaning as are:

Attributes, a brand first brings to mind certain attributes

Benefits, customers are not buying attributes; they are buying benefits
Values, the brand also says something about the producer’s values
Culture, the brand may additionally represent a certain culture

Personality, the brand can also project a certain personality

L e A

User, the brand suggests the kind of consumer who buys or uses the

product

According to Wit & Meyer (1998), when firms target a product or brand at a
particular group of customers, they are positioning within a market. They
continue, that the key issue when positioning in a market is to meet customer

demands in a manner that alternative product or services will not be selected.
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2.5.Investigation of the MVNO Model and Identifying the CSFs
In the article of Strategy Analytics, MVNO is defined as “entities that provide
retail mobile voice and data services to consumers, while utilizing the physical
facilities of another operator’s network”, are creating a strong base from which
to launch themselves into the provision of 3G services in due course. They
continue: “As ‘virtual’ operators, they take on the minimum of investment with
regard to infrastructure, surviving instead on relatively narrow margins from
voice resale, and potentially healthier ones from value-added services. To
succeed the MVNO will need to concentrate on the branding of its product,
and the attractiveness of its services.” They determine key to success as:

Branding
Clear Customer Identification
What types of services

Network relationships

According to the Reuters Business Insight report of MVNOs, it has been
recognised that organisations with strong brands and high quality customer
service can successfully extend their brand by selling mobile telephony
services, and thus gain a share of the mobile market revenues. They
continue: “MVNOs with strong brand, high-quality content and applications
and strong marketing power are most likely to sought after by Mobile Network
Operators (later MNOs), and will have stronger commercial negotiation
positions than in the past. To become an MVNO is not a goal itself, it is a tool

to support the market demand and the customer needs.”
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Jonas Wilhelmsson from Telia Mobile, asks in the web pages of Global Mobile
Commerce Forum (later GMC) what are key factors for success, and answers
that “The competitive edge has become soft and rounded - value-added
services, adding extra value to the mobile phone” as follows:

1. Personal identity — the where, when, how, what and who'’s of
your life. Value added services must personalize and centralize,
sort and simplify based on personal needs.

Receiving the Right Information and Acting on it

3. Packaging — content is no longer king, Information is.
He states, that by repackaging web content, and stripping it to the quality
core, more interactive and truly value adding services can be offered to the
mobile user. He sees as one barrier to be security issues, and that the old

concept of who ‘owns the customer’ will become who ‘the customer owns’.

According to ‘The Introduction of Third Generation Mobile Communications in
the European Union: State of Play and Way Forward’ by Commission of the
European Communities (2001), four critical layers on the successful
deployment of the 3G services are:

The regulatory environment
The financial context
Gaining experience with the new market

Outstanding technical issues

The report continues, that the success of the 3G and of the ‘wireless Internet’
will depend first and foremost on the delivery of services that the public want

to use at prices they can afford and increasingly user friendly, a new quality of
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wireless services based on global roaming capability: personalised services,

mobile data transmission, transaction services and location-based services.

Douglas J. Johnson (2001) states four market forces driving the emergence of
the Market Forces Driving MVNO concept:

1. Increasing Market Segmentation

2. Need for Context in Mobile Internet Services
3. Mainstreaming of Mobile Communications
4

. The Downturn of Equity Markets

He determines also five Critical Success Factors as follows:

Established Brand

Low Cost of Acquisition and Retention

1
2
3. Established Distribution Channels
4. Customer Intimacy

5

. AWin-Win HNO Agreement

Monica Basso states in her article ‘Mobile Portals: Five critical success
factors’ (2001) that it is difficult to achieve success as a mobile portal,
requiring existing brand and user communities, complementary partnerships,
realistic business models for revenue sharing and a serious strategy on

service attractiveness.

Oftel, UK based regulator (2001) state in their report, that “transformation of
mobile phones into a mass consumer product and an integral part of business
life in the UK has been delivered through competition. Competition has been

spur for companies to drive down prices, widen their customer base and

43



provide new services that consumers want to buy and use.” The report
continues, that the key factor is that some operators are pricing above the

level that would be found in an effectively competitive market.

‘MVNOs — The Future of Mobile?’ article by Strategy Analytics (2001) states
that those companies, which are wishing to enter the market as MVNOs, must
look at their existing business and complete familiarity with the strengths and
weaknesses of the core business if it is the key to success in the MVNO
world. To succeed, the MVNO will need to concentrate on the branding of its
product, and the attractiveness of its services. Strong brand identity is vitally
important for the long-term survival and success of the evolved MVNO. They
continue: “Careful customer identification can reduce unnecessary costs, and
boost revenues. Services are the MVNO's key means of differentiation. A
strong brand will attract customers, but seductive, desirable services will

retain them.”

Agamemnon Kakanelis from Eltrun (2001) states on the web pages of
MobiCom consortium, that security aspects play an important role in realizing
electronic and mobile commerce, as successful communication depends on

users’ trusting in the secure transmission of messages and data.

Dr. Robert Buelow (2002) determines in his web article “The thorny path to
successful 3G services”, that the 3G battle plan is to be integrated into an
overall corporate strategy. He continues: “Without a coherent comprehensive

approach, the company will never find its unity necessary for a competitive
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business activity, especially with regard to the product portfolio and branding.
3G strategies require analysis of internal structure with its strengths and
weaknesses, as well as the external structure of the markets and its
participants. The result of these efforts will be SWOT analysis to determine
critical success factors and market segmentations, all of which can then be
used to forge a solid strategy for migrating to successful 3G mobile data

services.”

Forrester Research has stated CSFs by the CMP Media (2002) as follows:

Brand power to keep customers loyal

A way to control customer acquisition costs

A core business attribute that can transferred to the mobile service,
such as content or a loyalty program

The organisational commitment to spend what it must and take the

necessary risks

FiCom’s preliminary comments on the McKinsey study ‘Comparative
assessment of the licensing regimes for 3G mobile communications in the EU
and their impact on the mobile communication sector’ (2002) states that it is
possible to regulate access for MVNO's, if it is evident that there is not enough
competition between networks. Mr Reijo Svento, the author of the comments
determines, that the definition of the number of licenses is not so important in
the future; more important is to concentrate the regulatory efforts in
guaranteeing that there is not lack of competition at any level of the value

chain.
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The article ‘Emerging Market Dynamics in the Mobile Services Industry’ by

MobiForum (2002) states that strong market conditions rather than regulatory

forces will require MNOs to shift their business focus away from providing only

the network infrastructure to their mobile customers. The entry of new players

is favored by the encouraging role of the government as well as protection of

suppliers’ and customers’ rights by the regulatory framework by the article.

According to the article made by Port It As defines, that MVNO's often add

value through brand appeal, distribution strength, and their ability to cross-

market other products. Port states six CSFs as follows:

2.
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Develop and maintain close relationships with their partners

A positive regulatory environment with explicit access or interconnect
right to Mobile Operator Networks

Operate with independence from the Mobile Operator

Own the customer relationship

MVNO needs to own and develop their brand

Secure and develop effective distribution channels

Deloitte Consulting has identified four strategic positioning business models

that operators can use to assess their positions in the briefing paper ‘Next

Generation Mobile: The Real Challenge of 3G

1. Transport provider, a high bandwidth, packet switched 3G network

Transport + Provider, as above + basic Internet connection and basic
messaging services

Services Provider, as above + consumer and corporate portals
Solutions Provider, as above + a wider range of consumer and

enterprise services
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They believe that operators need to move from engineering to a market-led
focus. This transformation requires innovation, market agility, vision, fast
decision-making and strong leadership by the report, and the most critical
success factor is to take a holistic view of organisation and to prepare it for
emerging market opportunities. Speed to deploy, system flexibility, new
business processes and the requirement of appropriate skills are all important

parts of the change by them.

In the article ‘Generating Multimedia and Mobility’ in the magazine of Finnair’s
BlueWings (2002) Anssi Vanjoki, Executive Vice President of Nokia Mobile
Phones says: “By 2010, 100 per cent of our customers will be using third
generation services in one way or another and this basic functionality will be
made a standard option in all new mobile handsets.” Vanjoki does not believe
that Wireless Local Area Networks (later WLAN) will be able to compete with

third generation networks.

Anssi Vanjoki continues: “They can, of course, be used in certain
environments, but if you wish to use a service while on the move then LANs
just don’t cut it. The two systems are not so much in competition with one
another as they are complementary, both with respect to capacity and on-the-
spot speed.” Nokia develops its competitive ability with three factors in mind:
products, branding and logistics by the article. Openness allows free access
to innovative forces. These forces can conduct research and development on
a scale that no single company or corporation could dream of achieving on its

own-.
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2.5.1. Investigation of the UMTS Forum’s Position Papers, White
Papers and Reports 2001-2002

The Report Enabling UMTS third Generation Services and Applications’ by
UMTS Forum (2000) determines that CSF for creating a mobile data mass
market include access to all types of information in a format appropriate to
each type of terminal and the right diversity of products (including terminals) to
accommodate all types of users and usage. They state, that mobile access to
the corporate network (Intranet) will be a major driver for the introduction of
enhanced business services within an UMTS/Third Generation system

environment.

The Position Paper No 1 by UMTS Forum (2001) states that the service
framework over the next 10 years can be defined as follows:

Mobile Internet Access (for consumer users, later ‘C’)

Mobile Intranet /Extranet Access (for business users, later ‘B’)
Customised Infotainment (C)

Multimedia Messaging Service (C + B)

Location-Based Services (C + B)

Rich Voice, Enhanced and Simple (C + B)

What are the strategies for success? According to the UMTS Forum,
compelling services, the fast deployment of the 3G networks and a realistic
positioning of the ‘Mobile Internet’. UMTS Forum determine the three business

models as follows:
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1. The Access-focused services provider offers mobile and IP network
access

2. The Portal-focused services; access to mobile and IP network, and
selected partner content, all via mobile portal

3. The Mobile Specialised Services; specialized service-sets targeted to a
specific market, for example Multimedia Messaging and Location-

Based services

UMTS Forum consider enabling factors and strategies for success as follows:

Operators should deploy 3G networks as quickly as possible

Testing services in interim technologies and prepare the market
Lighter weight handheld devices to customers

No commercial restrictions

The advantages of mobility, personalisation, location capability and
other features of 3G services rather than speed should be highlighted
Global roaming is critical

Incremental revenue per user (IRPU) becomes a useful metric

Investment in 3G at all levels

According to The Position Paper No 3 from the UMTS Forum (2002), mobile
portal will be critical to the end user’s experience of 3G services. A number of
significant technical issues will impact on the delivery and market acceptance
of 3G portal services as follows:

Security, lack of privacy policies and open-standard solutions
Billing, charging and payment
Quality of service, interoperability and standards for the exchange,

formatting and presentation of media
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According to the White Paper No 1 by the UMTS Forum (2002), users have
strong interest in trying new services that combine mobility with content and
personalisation. They emphasize, that mobile portals will play a central role in
any consideration of the 3G-value chain and it is critical that progress to
market is unhindered by industry confusion over technology choices,

standards and service options.

They continue: “Customers only buy services that add value to their lives,
delivering productivity efficiencies for the business user and entertainment,
information and transacting opportunities for the consumer. The mobile portal
industry is now being forced to address issues that are critical to delivery,
including billing, security, privacy, and quality of service, interoperability and
content formatting. New services will drive demand for network capacity,
giving operators access to additional revenues required to continue

investment in infrastructure and evolution.”

Based on The Report of Public Wireless Local Area Networks (later WLAN)
and 3G Business Revenue by UMTS Forum (2002), that WLAN and 3G are
generally complementary rather than competitive technologies within a total
mobile data services portfolio. UMTS Forum states of the Public WLAN as
follows:

WLAN is a significant industry development

WLAN gives an opportunity to expand both overall market size and
competitive position for data services

WLAN service may be an important source of competitive

differentiation for 3G operators
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Charging, Billing and Payment Views on 3G Business models by UMTS
Forum (2002) report that trust is a critical success factor for 3G, both from
service provider and end-user perspectives. This means that the design of the
authorisation and payment infrastructure is very important.

In the study, some other CSFs include:

Interfaces which support an effective open business model

Service and content providers have to agree their respective roles in
the value chain

Trust, from the provider and end-user is key to success or failure
Quality of service must meet customers’ expectations or services will

fail to be taken up

A number of critical capabilities have been identified for successful
development and delivery of 3G portal services in the Report No. 16 of the 3G
portal study made by the UMTS Forum. These capabilities includes by them:

Security for all enterprise Intranet/Extranet portal services
Privacy

Billing and payment

Quality of service

Interoperability

Content format/compression
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2.6. Conclusion of the Literature Review

The main questions in finding CSFs are:

“What matters?”
“What is important?”
“What a customer values?”

“What are the customer needs?”

“What does the company need to do to survive competition?”

The author found some common CSFs to any industry mentioned in the

literature review as follows (in alphabetical order):

Advantageous customer mix
Company morale

Human resources

Industry structural characteristic
Leadership

Liquidity position and financing
Maintenance of quality and value
Market segmentation

Pricing and price advantage

Product design

Production, distribution and promotion
Research and development

Securing of key personnel and key suppliers
Servicing

Technological reputation

Entering to a market should begin with to analysis of internal and external
environments. The external macro environmental analysis examines the

political, economic, social, technological, legal and environmental which

52



influences to the organisation. The competition and industry analysis have to
be identified and to develop the company’s strategy for the industry

leadership.

Xavier Gilbert and Paul Strebel identified three main steps to competitive
advantage in an industry:

1. Industry definition
2. ldentification of possible competitive moves

3. Selecting among generic strategies

Michael E. Porter determines that customers, suppliers, potential entrants and
substitutes products are all competitors. According to him there are six major
sources of barriers to entry in the industry:

Economies of scale

Product differentiation

Capital requirements

Cost disadvantages independent of size

Access to distribution channels

2 e o

Government policy

The key propositions are by Henry Mintzberg, who states that a company can
enter new industries by acquisition or start-up. He continues, that the more

attractive a new industry, the more expensive it is to get into.
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2.7.Conclusion of the MVNO Literature Review
After the investigations of the MVNO-material, the UMTS Forum’s Position
Papers, White Papers and Reports and external and internal surveys the
author found several CSFs concerning the MVNO industry as follows
(in alphabetical order):

Billing, charging and payment
Clear and careful customer identification from the exiting user
communities
Controlling the customer acquisition costs
Customer intimacy
Develop and maintain close relationships with partners
Effective and realistic business model
Established distribution channels
Existing brand of its products and services
High quality content and applications
High quality customer service
Interfaces which support an effective open business model
Low cost of acquisition and retention
MVNO needs to own and develop its own brand
Network relationship and a WIN-WIN situation with the Mobile Network
Operator
Operate with independence from the Mobile Network Operator
Owning the customer relationship
Positive regulatory environment
Security and trust
Secure and develop effective distribution channels
Serious strategy on service attractiveness
Service and content providers have to agree their respective roles in
the value chain
Strong brand identity
Strong marketing power
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Systematic examination of customer relationships
Users’ trusting in the secure transmission of messages and data

Quality of service must meet customers’ expectations

The UMTS Forum state, that mobile access to the corporate network
(Intranet) will be a major driver for the introduction of enhanced business

services within an UMTS/Third Generation system environment.

They state that the service framework over the next 10 years can be defined
as follows:

Mobile Internet Access (for consumer users, later ‘C’)

Mobile Intranet /Extranet Access (for business users, later ‘B’)
Customised Infotainment (C)

Multimedia Messaging Service (C + B)

Location-Based Services (C + B)

Rich Voice, Enhanced and Simple (C + B)

The Report about the Public WLANs and the 3G Business Revenue by UMTS
Forum (2002) determine also, that WLAN and 3G are generally
complementary rather than competitive technologies within a total mobile data
services portfolio. Anssi Vanjoki, Executive Vice President of Nokia Mobile
Phones says: “The two systems (UMTS and WLAN) are not so much in
competition with one another as they are complementary, both with respect to

capacity and on-the-spot speed.”
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3. Hypothesis and Objectives

The hypothesis for this study is “The quality of content and services is the
most important success factor in the Finnish mobile markets.” The aim for this
dissertation is to investigate if this hypothesis is the most important Critical

Success Factor in entering the Finnish markets.

The first objective of this study is to produce a basic framework to understand
Critical Success Factors and their influences on the other business functions
for the purposes of overall Finnish mobile markets. The investigation of CSFs
should produce also a better understanding to the author for the links between
the company, its’ strategies, products and services to the end customer. The
findings of this study should give a broader view for the affects of the industry

and environment to the CSFs and tools to evaluate them.

The second objective is to examine CSFs from the paragraphs ‘2.6.
Conclusion of the literature review’ and ‘2.7 Conclusion of the MVNO literature
review’, which have been found from the literature by the author. Those CSFs
will be proved or disproved, and which are the factors to be treated as critical
in entering Finnish mobile business markets as a MVNO by the fieldwork

study.

On the other hand, the target of this study is to find five to nine (5-9) factors,

which are the most critical in entering the Finnish B-2-B market as a mobile

virtual network operator.
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The author wants to find at, which are the barriers to entry, substitutes to
mobile communication, and threat of buyers and suppliers in entering to the
Finnish business-to-business mobile markets. The study includes also brief
investigations, which are the most important services for the B-2-B customers

and the entry strategy to Finland.

One of the objectives of the author is to develop a common framework of the
investigation of the CSFs, and a model in entering strategically the business

markets of Information and Communication Technology (later ICT) in Finland.
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4. External and Internal Survey Research
4.1.CRM Group Ltd.: “Mobile Relevance — Explore the Value of Wireless
Services”
Mobile Relevance study started from the hypothesis that systematic
examination of customer relationships will be the key to success in the
utilization of the wireless channel(s). CRM Group hopes that the report will
encourage companies to take steps in a new direction, which is driven by

customer satisfaction rather than the technology available.

According to the report, the development of wireless technology has for the
first time in history made it possible to have a channel/media for content,
marketing, distribution and payment, which is constantly present, private and
personal in the customer’s life. Four different areas of competence were
combined:

Customer Relationship Management (CRM): doing business with the

customer’s value creation as a starting point

Knowledge Management (KM): managing customer data, information
and knowledge

Relationship Experience Design: designing total customer experiences

Knowledge about the wireless channel defined above

The authors write, that genuine value can be created (and customer learning
can be supported) from wireless services only by understanding the
customer’s value creation and learning processes. They continue: “What is
needed is a change of focus to an outside-in world where customer-oriented

integration of content into a multi channel environment is the key to success.”
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The key word is openness by the report, and the firm has to be regarded as
an open system, which interacts with different actors or stakeholders, the

consumer/customer being the most important one.

The report states, that success is measured in terms of ability to support the
customer in his process of creating value, and they continue, that as the
customer is at the focal point of several of these value chains, and as the
activities within all these value chains become more and more liquid, industry

barriers no longer make any sense.

The core competence starts from customer knowledge and the provider has to
understand what their different customer groups find relevant by the report,
and it continues: “Examining the wireless industry as a business opportunity
truly proves that the value chain logic is a dead end. Several different players
are competing over customer ownership and offering various pieces of
wireless experiences, but no one seems to be able to offer and end-to-end

solution, a genuinely wireless experience.”

According to the report, in the mobile environment, the stable services seem
to be related to communication, both one-to-one, and in a community (speech,
email, chat), time management (calendar, contacts, reminders) and the
management of a certain activity of a traditional customer relationship (bank,

insurances etc.).
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The following customer knowledge is important in the mobile environment on
all levels of customer relationship management:

Situations in customer’s life
Culture, lifestyles and values

Individual preferences of the customer

It seems that the digital convergence of content and the possibility to integrate
large amounts of content makes it attractive to integrate large amounts of
content, without a clearly defined content strategy by the authors, and the
segmentation of customers is often done on the basis of information of the
existing customer base, not the future one. They continue, that the focus on

planning and plans should be changed to thinking and learning together.

The report continues: “In order to build consistency of efforts and sustainability
into the strategy, the starting point should be customer relationships. Strategy
is about making choices and trade-offs to be deliberately different. The role of
the value-creating network is becoming increasingly important — no single
company can manage the challenges of a global economy in the digital era.
There is surely a need to understand the ‘traditional’ elements of strategy
(competition, future scenario etc.) as well, but through the customer value

creation perspective.”

Every company has its strengths and weaknesses and the value creation
strategy should be based on the very realistic view on one’s competencies

and capabilities to deliver the created value. It continues, that combining the
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competencies and knowledge of a compatible partner creates a much

stronger and less risky combination to deliver the customer value promises.

CRM Group says in the report that branding within wireless is still looking for
its form, and the common way to enter digital business is to form a separate
business unit with its own brand. Still, many companies have learnt from the
difficulties of the pure digital players and are ending up with a multi-channel
strategy where digital content is part of the offering under the traditional,

already known brand by the authors.

“In an environment of increasing competition, no firm can successfully be ‘all
things to all people’. It is important to recognize that customers differ and thus
relationships with customers will have to managed differently if they are to be
successful,” says report, and the key questions concerning the customer
segmentation are by them:

What is the strategy for selecting the customer base on the basis of the
division between forerunners and mass market?

What are the selection criteria for the customer portfolios?

What are the selection criteria for segmentation from a customer
perspective?

What is the granularity of segmentation and customer portfolios?

Who do we target with the wireless channel?

In which portfolios is the wireless channel used?

How does the wireless channel support the different customer

segments?
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The drivers of content creation should be decided on the basis of an analysis

of different possibilities, and the key questions concerning customer-oriented

content creation are by the report:

How do we create relationship content?

What kinds of differentiation principles are being used?

How do we differentiate the content for different customer types?

Is the wireless enlarging the content or only supporting it?

What is driving the content creation?

According to the CRM Group study, competitive advantage today is not just

about selling products and services to customers; it is about building long-

term and profitable relationships with customers, which are founded on mutual

benefit and trust. The report continues, that the critical issue is that the

selected partner optimally complements the company’s own roles, but just as

important if not even more important is a partner that can function in a win-win

mindset.

Type and character of partnership

Continuity

An operational
partnership

Mechanistic and the trust is
typically based on written
contracts

The partnership lasts and functions as
long as both parties can fulfil the agreed
duties and the set goals are achieved

A tactical
partnership

More based on joint learning
and aims at improving the
competitiveness of both parties
by integrating the processes
and cultures to some extent

The partnership requires a deeper trust,
which cannot only be based on contracts

A strategic
partnership

Based on a holistic approach of
sharing all the intellectual
capital in the network so that
the partners achieve great
strategic, competitive
advantage

The partners are deeply involved in each
other’s business and they share the
success and failure of accomplishments
together fully. The relationship is based
on deep trust and shared destiny

Table 3.1. The partnership models by CRM Group Oy
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According to the report, the wireless channel can prove valuable to the
company in reaching general business objectives as:

Decreasing cost to serve, cost-efficiency
Improving up- and cross-selling
Increasing loyalty and decreasing churn

Improving customer acquisition

o~ 0 DbdPE

Entering new business areas

The key principles for the relationship-driven strategy are according to the
CRM Group:

Customer relationship as a starting point

Goals to be deliberately different by making choices and trade-offs
Trade-offs based on the continuity and discontinuity

Balancing the view of ‘outside-in’ with ‘inside-out’

Competition and co-operation between companies and networks
Believing in the brainpower of the organisation

Extensive organisational dialogue

Balancing long-term success with short-term benefits

Serious of continuous, concurrent and connected option management

cycles

Learn and unlearn from the environment and from the customers

It is stated in the report, that wireless content provides voice, audio, data and

video in a new medium that extends the communication possibilities. A
second type of content is financial information and content that enables
transactional activities, and personalized wireless content that follows user
interests includes information and entertainment. Also the location-based

content relates to the direct environment and enables the localization of
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wireless devises, which facilities the tailoring of services according to
geographical position. A conclusion that is drawn in the report is that
personalization on its own is not the key to success.

Customer’s contexts are by the report:

Location: absolute and relative

Time: absolute, relative and rhythmic
Social: relation to other people

Cultural: the culture that the customer is in

Environmental: weather, obstacles etc.

According to the CRM Group report, the core of the relationship content is
defined as a statement of what kind of relationship content the company
should develop:

1. The ‘reshaped’ relationship content, same in all of the channels

2. The ‘wireless’ relationship content, which takes advantage of the
strengths of the wireless channel and gets its value from enhancing
those strengths

3. The ‘static’ relationship content, same in all channels with multi-access

Wireless channel can be said to be very suitable for the following type of tasks
and services by the report:

Time-critical information that quickly becomes obsolete
Simple, quick tasks

Instantly meaningful content

Very specific services

Alerts, reminders and notifications

Go/No go - like decision making

Content relevant for mobile users (customers “on the run”)

Highly personal communication
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In customer relationship management the ultimate goal is to integrate
channels and content (including customer data) into a goal-oriented
relationship process that is valuable both for the customer and the provider:
“In this paradigm, the measures for successful CRM are customer profitability

and relationship strength.”

The competitive advantage comes from designing the relationship content for
a multi-channel environment and carrying out a process for this. Current
wireless services relate to different functions of the company: marketing
communication, distribution of content, transactions, customer service and

personal communication.”

Finally, ‘mobile relevance’ has been defined to consist of the following in the
report:

Relationship driven strategy

Customer knowledge

Prospective, real-time and retrospective knowledge
Situational management

Analysis of situations through six perspectives
Relevant content

Managing multiple channels

Measurement of value
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4.2.Helsinki School of Economics, Information Technology Project 2002:
“Song Networks project: Improving customer relationships through

development collaboration and security”

The main focus of this study is to find genuine ‘Song-way’ to themes of
‘development collaboration’ and ‘security’. By the survey, the basic strategy
apparently relies on differentiation of customer service. The company wants to
provide services that are somehow unique or superior compared to its main
competitors’ products, the authors say and continue, that by doing so the
company can state believable arguments concerning its higher pricing, better

service levels, long-term capacity investments and so on.

The service matrix can be approached as what kinds of services are being
produced and how should they be packaged and delivered to fit different
customer segments, they say, and it is important to separate the content of
the service and the distribution channel. The actual service is a mixture of

these two elements.

According to the project, understanding customer’s business means offering
solutions to customer, partner and supplier relationship management and new
business scenarios. According to the study, understanding customer’s
business and security are the main aspects of development collaboration by
the survey made to the operator’'s web pages. Security offerings are mainly

technical solutions like e.g. firewalls.
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The founding’s from the workshops made with SME customers of Song; they
initially questioned the whole concept of development collaboration in
connection with telecommunication services and their providers. The
customer-company interface are only salespersons whose goal and interest is
to close a deal, they state and continue, that it is also worth remembering that
whenever there are things that require specific skills and know-how, trust and
ethics begin to play quite a significant role. The authors say about customer
relationship: “The idea of a single contact person per customer was promoted
further, and participants considered it to be one of the first steps towards
development collaboration. The customers want the marketers to know them,
to be interested them, to be willing to find out their real needs (also the
backgrounds), because the customers are the ones who pay — and feel they
are paying also for the service and the relationship.” The report says, that the
SME customers’ two things about development collaboration were flexibility
and cost efficiency. The important points concerning multibranch and large
enterprises were as follows by the report:

Delivering the promised services
Efficient problem-solving and reporting
Taking care of the change situation in everyday business

Proactive service providing and contacting

Some participants of the workshops said they had encountered some

problems when the project manager had been without enough experience.
Training of new project managers should be paid attention to, they say and
continue, that usually Song has kept its promises and repairing times have

been as anticipated.
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For the SME patrticipants security issues seemed to be very important and
they expressed in the report to be more than willing to invest in them, and
multibranch and large enterprises stated for security that operator could tell
about the threats and critical issues related to the customer’s situation. The
report continues, that development collaboration would involve collaboration
to such an extent that both collaboration partners’ would be able to sell each

other’s products and services as if they were their own.

It is said in the report, that new technological solutions are unnoticed by the
SME’s and even some larger companies. The new solutions could help
Song’s customers to develop their own services and products but they do not
have the resources to study, analyse and specially test them. Informing is very
effective ‘selling’, and listening to the customers, their opinions and questions
are valuable information for market research and product development as
well. The Helpdesk received praises for being very service-oriented and
friendly with helpful people, but the technical knowledge is limited, and in
general everyone agreed that the best service Song could offer them is fast
and reliable connections — the very service they are already paying for, by the

authors.

Customers were especially interested in information about wireless security
and possible future trends - including software updates, says report and
continues, that some WLANSs were at planning stage and the risks they would
carry were considered as medium or high. Some customers also displayed

their reluctance towards PDAs and communicators because of their limited
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ability to secure, and laptops were experienced to have better encryptions and

password protection, the authors write.

The report also states, that Song should address the following points:

Increased contact with customers
Need for standardized and regular reporting
Consulting

Processes

The authors assume that the most attractive strategy for Song is based on
differentiation and the company should build its customer-oriented strategy, as

it should be — to commitment:

Better customer service
Better understanding of customer needs

Better solutions for customer service and customer needs

According to the report, superior customer service and better understanding of
customer needs has to start from the ground level, and before discussing
about branding and different strategies in particular customer segments, the
general performance of customer service — credibility has to improve and

measured properly.

In general, small business segment includes the most price sensitive
customers, there is the need for cost-efficient customer relationship
management and the small business customers tend to avoid investments in

telecommunication equipments.
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Middle-sized customers contain a lot of potential to extranet services and
security consulting, and in the segment of the large enterprise customers,
customer relationship requires long-term commitment. The suggestions of
them to improve customer service level would be based on new kind of
segmentation and strategies based on differentiation, and development
collaboration or even win-win situation can be achieved only when every

worker in the company realises his or her role in the supply chain.

4.3.Conclusion of the survey review
According to the CRM Group ‘Mobile Relevance’ survey, the stable services
are communication, time management, and management of certain activity of
a traditional customer relationship. The study states that for branding the
common way in entering digital business should be formed a separate
business unit with its own brand. Differentiation of customers is considered
important for building long-term and profitable relationships to achieve
competitive advantage, and mutual benefit and trust. This means, that the
measures for successful CRM are customer profitability and relationship
strength, and the competitive advantage comes from designing the
relationship content.
Information Technology Project (later ITP) states, that the most attractive
strategy for Song is based on differentiation. The other significant founding of
the project is that Song should offer superior customer service and better
understanding of customer needs. Listening to the customer and their
opinions and questions are valuable information for market research and

product development.
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5. Research and Methodology

5.1.The Problem
The term MVNO has existed for several years. There has not been any mobile
service provider in Finland yet with the definition of UK and/or Irish regulator’s
terms of MVNO (see page 11). The challenge for the MVNO operating is to
evaluate the possibility to launch mobile virtual operating and establish

beneficial services for the business customers.

5.2. Available Data
The author has good personal connections to the authorities, stakeholders,
suppliers and vendors in Finland. The author agreed a timetable for the
interviews with the several respondents during weeks 48, 49 and 50 / 2002:
Internal interviews with the structured questionnai re at Song Networks

Joensuu Jukka-Pekka, General Counsel, Legal and Regulatory

Lehtinen Heidi, Director, Products and Marketing, CRM

Lehtonen Tuomo, Business and Services Development Manager
Raitanen Jari, Sales Director

Saarikoski Marko, Key Account Manager, Carrier and Wholesale relations
Tossavainen Simo, Manager, Interconnection

Venermo Erika, Director, Customer Care

External interviews with the structured questionnai re in other companies

3i Finland Oy: Mielck Janne, Investment Director

Add2phone Oy: Paananen Vesa-Matti, Chief Technology Officer
F-Secure Corporation: Vihavainen Antti, Mobile Security Solutions
Fastrax Oy: Raty Matti, President

FiCom ry: Svento Reijo, Managing Director

Ficora: Toivanen Pasi, Head of Public Mobile Communication Division
Mainostoimisto Palikké Oy: Palo Tytti, Project Manager

Mobile World Communications Oy: Rantala Tuula, Business Development
Manager

Nokia Networks Oy: Lehtimaki Kari, Senior Solution Manager

Oy LM Ericsson AB: Leskinen Mika, Account Manager

Oy LM Ericsson AB: Stenberg Juha, Senior Sales Manager

Suomen 2G Oy: Henttunen Sirpa, Marketing and Sales Manager
Telia Mobile, Hoviniemi Hannu, Director HomeRUN WLAN

Viva Business Intelligence Oy: Verronen Petteri, Solution Manager
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5.3. Summary of Methodology
The author decided to plan a face-to-face interview with the structured and
close-ended questionnaire where there are only few open questions. The
interview session for the fieldwork was supposed to take maximum an hour
and a half with a brief introduction of the definition of the terms, Song
Networks and the markets. The author used for the respondent briefing also
Microsoft PowerPoint program and a slideshow from the data and information

of the ‘Part 1'.

See ‘Part 1’ as Appendix 1

The author needed to get personal information from the Finnish business and
telecommunication markets and he decided to combine both elements of the
interview and questionnaire. The structured face-to-face interviews were

realized with a structured and close-ended questionnaire to the respondents.

Personal Impersonal

Interview

Questionnaire

Table 5.1. The advantages and disadvantages of the methods of gathering information by
Henley Management College, Dissertation Guide 1998

5.4. Interviews with Structured Questionnaire
5.4.1. Questionnaire
To avoid the bias of interviewer the author designed a questionnaire what
should be valid and reliable. It was also understood by the author that the
guestionnaire should be as ‘semantic differential form’ and ‘close ended’ in the

case to investigate the founded CSFs from the literature.

See table 5.3.
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Questionnaire Analysis / comparison Richness / meaning Bias

Close ended Easier Low Your

Table 5.2. The advantages and disadvantages of the questionnaire by Henley Management
College, Dissertation Guide 1998

The questions have in coding to associate high numbers with positive

constructs to get more richness and meaning in the questionnaire as follows:

Please grade the importance for the following factors as you see:

For example:
Circle the choice you like most less important1 2 3 4 5 6@ more important

The author wanted to have also another dimension for evaluating importance
more precisely from the founded CSFs. After the respondent has answered
each factor he shall make ranking from 1 to 5 (1* is the most important) from
the 7's he has chosen. If he has chosen three factors as 7”‘, he should choose
four and fifth the most important factor from the 6™ 5™, 4™ etc. grated factors

as follows:

Please grade next the five most important factors by numbering 1., 2., 3., 4., 5. for
example as follows:

Draw number at the end of row less important 1 2 3 4 5 6@ more important 3.

See the questionnaire as ‘Part 2’ in the Appendix 2 at page 114.

5.4.2. Interviews

Interview Analysis / comparison Richness / meaning Bias

Structured Easier Low Your

Table 5.3. The advantages and disadvantages of the interview by Henley Management
College, Dissertation Guide 1998
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The author understood to avoid interviewer’s bias, and to get meaningful and
in order to get reliable answers he should not to lead the conversation around
to any direction.

He planned an order list how the questionnaire should be filled:

The author shall tell to every respondent the follo  wing:

1. Please follow my verbal orders; take first an objective, ‘helicopter perspective’
with your own experience and think about the factors with 'one eye as a

customer’s, and one eye as a corporate perspective'

2. Read next the factors through and select the factor as less or more important in a
scale of 1-7 (7 as most important). Please circle all internal factors first on the
page 3 and keep your chosen scale through the questionnaire. Secondly choose
the most important FIVE factors from your choices and just write the number from
1-5 (1 for the most important) in the end of the row. Logically if you have selected
some factors for ‘7’ you need to choose them first in the ranking system and after

that factors you have circled for ‘6’,’5’,'4’ etc.

Next circle and rank the external factors in the page 4 and 5

4. On the page 6 you are able to choose ‘high’ barrier, ‘low’ barrier or ‘don’t know’
selection to evaluate ‘Barriers to entry’

5. Question ‘3, f) is an open question  What do you consider as new substitute
technologies for mobile services? (For example one substitute is the fixed
telephone services in the communication, and it is still 120 year old technology)
Question ‘3, g) is also an open question

7. The rest of the questions should be quite simple to fill...

Table 5.4. The checklist for the interview briefing

After these guidelines, the author should not say anything, which could affect
to the respondent. The only possible discussion could be to explain what is

the meaning of some question, if the respondent’s cannot understand it.
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6. Findings and Discussion of the Literature and the Fieldwork Survey

6.1. Definition of CSFs and Elements to Company Strategy and Success

The main questions to find CSFs are as follows:

“What matters?”

“What is important?”

“What a customer values?”
“What are the customer needs?”

“What does the company need to do to survive competition?”

Table 6.1. The author found questions for identifying CSFs from the literature

According to the examined literature, the concept of CSFs can be used to
assist in defining the CEO’s and general manager’s information needs. CSFs
are those characteristics, conditions or variables, which have significant
impact on the company success of competing in an industry. These factors,
which are valued by a group of customers, should be sustained, maintained

and managed adequately to meet successful performance and standards.

The identification of CSFs provides external opportunities and threats from the
company’s environment, in the industry and from the competitors where it is
located. CSFs could be used to identify internal strengths and weaknesses to
develop competitive advantage. These elements, abbreviated as SWOT

analysis, are the bases for the strategic planning and development processes.

The concept of CSFs can be applied at three level of analysis (by Leidecker)

1. Firm-specific
2. Industry

3. Economic or socio-political environment
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Five sources of CSFs can be found for a company (by John Rockart)

The industry
The competitive position in the industry
Broad environmental forces

Temporal factors

o h~ w0 DbdPE

Managerial job requirements and management

CSF analysis is able to use in strategy development process in three

junctures:

Three levels of Critical Linkages Common Elements of the
Success Factor Analysis 9 Strategy Formulation Process

1. Strategy Identification

Macro/Environment N
2. Environmental Analysis

Industry / 3. Resource Analysis

4. Gap Analysis

Firm 5. Strategic Alternatives

\

6. Strategic Evaluation

7. Strategic Choice

Figure 6.1: CSF analysis and strategy formulation process, C.W.Hofer & D.E. Schendel 1978

Environmental analysis includes an approach that identifies political,
economical, social, technological, legal and environmental forces, which have

a great impact on an industry and company’s performance.

See Appendix 6, PESTLE table for the strategy of Song mobile services made by author 2001
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Industry is able to analyse with a framework by the tool of Michael Porter’s
‘Five forces’ for strategic planning purposes. This framework provides five
components to analyse industries and helps to identify the sources of

competition in an industry or sector as follows:

Figure 6.2: Michael E. Porter, Competitive Strategy (1980): Techniques for Analysing

Industries and Competitors  Porter’s five forces

The competitive forces are by Michael Porter (1980)

1. The threat of entry, as typical barriers to entry are

Economies of scale

Product differentiation

Capital requirements

Cost disadvantages independent of size

Access to distribution channels

Government policy

Propriety technology

Access to distribution channels

Access to raw materials and other inputs (skilled labour) of

appropriate cost and quality
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Cost advantages due to experience, made more significant by the
technological and competitive uncertainties
Risk, what raises the effective opportunity cost of capital and

thereby effective capital barriers

2. The threat of substitutes
3. The power of buyers and suppliers
4. Competitive rivalry
Organisations with similar products and services aimed at the same

customer group

K.R. Andrews (1980) indicates that CSFs are variables that can present new
opportunities or threats over time. For those who are first to recognize a new
requirement for success in an ever-changing competitive environment, the

reward can be industry leadership.

Internal resource analysis examines company’s strengths and weaknesses.
CSF analysis identifies these factors and provides the competitive advantage
of a company; it's core competences, resources and skills versus its
competitors for the strategic evaluation. Strategic evaluation and strategic

planning determine the goals and objectives of the company for the future.

The resources and competences of the organisation make up its strategic
capability, and it is about providing products or services to customers that are
valued — or might be valued in the future. The competitive advantage is

gained through position, these resources and skills of the company.
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These core competencies constitute the focus for strategy at the corporate
level, and the core competence is performed better than competitors and is

difficult for competitors to imitate.

The author has found several possible core competencies from the literature:

Brand development

Marketing

Financial services

Customer benefit A

Communication

ENGINES FOR
NEW BUSINESS
DEVELOPMENT

Involvement
Commitment

Difficulty to imitate

Price/ performance/ product )
Knowledge and innovation
Leadership SKILLS

Gerry Johnson and Kevan Scholes (2002) state, that competitive advantage is
achieved through core competences or unique resources. They continue, that
industry experience shows that these resources and competences tend to be

easy to imitate in the medium term.

The critical success factors  are those
characteristics, conditions, features and variables to be done well by a
company to achieve what a customer values. The CSFs have a serious

impact on company’s profitability and it's success or failure.

See Table 6.2. at next page: The CSFs, which have been found from the literature by author
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Internal Strengths or
Weaknesses (SW)

External Opportunities or Threats (OT)

Organization

Markets

Industry

Environment

Company morale

Billing, charging
and payment

Develop and maintain
close relationships with
partners

Maintenance of quality

and value

Effective and realistic
business model

Clear and careful
customer
identification from
the exiting user
communities

Established
distribution
channels

Network relationship

and a WIN-WIN

situation with the MNO

Existing brand of its products
and services

Controlling the
customer
acquisition costs

High quality
content and
applications

Operate with
independence from
the Mobile Network

Operator

High quality customer service

Customer intimacy

Industry structural
characteristic

Positive regulatory
environment

Human resources

Customer mix

Low cost of acquisition
and retention

Product design

Interfaces which support an
effective open business model

Market
segmentation

Pricing and price
advantage

Security and trust

Leadership

MVNO needs to
own and develop
its own brand

Secure and develop
effective distribution
channels

Servicing

Liquidity position and financing

Owning the
customer
relationship

Securing of key
suppliers

Technological
reputation

Production, distribution and
promotion

Quality of service
must meet
customers’

expectations

Service and content
providers have to agree
their respective roles in

the value chain

Users' trusting in the

secure transmission of

messages and data

Research and development

Securing of key personnel

Serious strategy on service
attractiveness

Strong brand identity

Strong marketing power

Systematic examination of
customer relationships

Table 6.2. The CSFs found from the literature by the author, in alphabetical order
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6.2. Summary and Discussion of the Results

6.2.1. Analysis of Factors from Interviews and Questionnaire Results

Those CSFs, which the author has founded in the literature, were first

arranged in the list of the company’s internal factors in alphabetical order (see

table 6.2). The author understood that the amount and quantity of the interviews

was so wide, that the pilot result sheet needed to be modified better suitable.

The scoring need came obvious for the rankings by a special pointing system

after the author’s first grading attempt. The collecting sheet got a new column

to the scale of 1% ranking to 5 points, 2™ ranking to 4 points etc. (column below)

Organisations' Critical Total | Posi- Total Average |Ranking points and position by respondent [Ranking| Total
Success Factors Ranking| tion points points [Position 1.=5p 2.=4p 3.=3p 4.=2p 5.=1p| Points | Points
Company morale 14 14 105 5,00 15 1 1 5 110
Effective and realistic @1 120 64| |9 3 2 2 1| e |197
business model

Existing brand of its 7 12 108 5,14 6 1 4 1 2 26 134
products and services

High quality customer 6 8 114 5,43 5 2 2 1 1 1 24 138
service

Human resources 11 11 110 5,24 11 1 2 11 121
Interfaces which support an 13 12 108 5,14 12 2 2 10 118
effective open business model

Leadership 9 7 115 5,48 7 3 1 17 132
Liquidity position and 10 10 112 5,33 8 1 3 3 16 128
financing

Production, distribution @ 2 124 5,90 @ 1 2 3 3 2 30 154
and promotion

Innovation, Research 15 15 100 4,76 13 2 1 9 109
and Development

Securing of key personnel 12 8 114 5,43 14 1 1 5 119
Serious strategy on 8 5 119 5,67 10 1 1 1 3 14 133
service attractiveness

Strong brand identity 4 4 121 5,76 4 1 1 4 4 29 150
Strong marketing power 5 2 125 5,95 9 2 5 3 19 144
Systematic examination G|l s 1 ser | @Dl 2 2 2 3 2| 32 |
of customer relationships total 21 21 21 21 21 answers

Table 6.3. The organization’s internal factors in entering Finland as MVNO
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Total ranking comes from the total points from the respondent’s grading of the
factors and ranking position points. For example, the factor ‘Effective and
realistic business model’ has ‘197’ points in the table 6.2, which comes from
the ‘total points of 129’ plus ‘ranking points 68’. This factor that is stated by
Monica Basso (2001) and the UMTS Forum (2002) is the most important

internal Critical Success Factor for MVNO in entering Finnish B-2-B markets.

See ‘The results of the 21 questionnaires’ of the interview at Appendix 4

lan C. MacMillan and Patricia E. Jones (1987) defined ‘Production, distribution
and promotion’ as a CSF, which were ranked as second and CRM Group’s
‘Systematic examination of customer relationship’ as the third important factor.
Strategy Analytics (2001) ‘Strong brand identity’ and Reuters Business
Insights Report ‘Strong marketing power’ factors were also ranked very high

by the Finnish mobile professional.

Unexpected low points got factors like ‘Company morale’ (Rockart 1987),
‘Innovation, Research & Development’ and ‘Securing of Key Personnel’ (both
from MacMillan and Jones 1987). The respondents have seen these factors
as unimportant in entering phase for mobile business sector and some of
comments for low grades were ‘Company morale is not important in start-up
phase’ and ‘Securing of Key Personnel’ are emphasized too much
everywhere. MVNO uses ready technical elements and it does not need
‘Innovation, Research & Development’. MVNO needs to focus on branding it's
services, not to invest ‘Innovation, Research & Development’, said one

respondent after the interview.
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Could the reason be that these factors have been identified as early as 1987
and they are not relevant anymore in today’s hectic working atmosphere? Or

are these factors just irrelevant in the entering phase for the MVNO?

Michael Porter (1990) said, that ‘Leadership is important to any success story,
but is not in and of itself sufficient to explain such successes’, which can be
proved with these results — the leadership has 9" position in this survey. Still
14 per cent of the respondents have evaluated it as the most important factor,

so there must be lot of effect in entering phase for MVNO.

Markets' Critical Total | Posi- Total Average| Ranking points and position by respondent [Ranking| Total
Success Factors Ranking| tion points points [Position 1.=5p 2.= 4p 3.=3p 4.= 2p 5.= 1p| Points | Points
Billing, charging 5 6 118 5,62 4 1 1 5 4 4 36 154
and payment

Clear and careful customer 7 5 119 5,67 7 3 2 1 1 2 30 149
identification from the

exiting user communities

Controlling the customer 8 8 105 5,00 8 2 2 2 14 119
acquisition costs

Customer intimacy 6 7 116 5,562 6 2 4 1 3 35 151
Customer mix 9 9 98 4,67 9 1 3 5 103
Market segmentation 4 3 124 5,90 4 3 4 4 4 36 160
MVNO needs to own and @ 2 130 6,19 @ 5 2 4 2 1 50 180
develop its own brand

Owning the customer | 4 123 s | |3 4 2 1 4| a3 |16
relationship

Quality of service must @ 1 131 6,24 @ 7 3 4 3 1 66 197
meet customers’ expectations total 21 21 21 21 21  answers

Table 6.4. The market's external factors in entering Finland as MVNO

Points for the most critical factors spread evenly for the factors of ‘Quality of

service must meet customer’s expectations’ (UMTS Forum 2002), ‘MVNO

needs to own and develop its own brand’ and ‘Owning the customer

relationship’ (both Port IT As).
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The quality issues were ranked in the pilot survey as important as the mobile
professionals did, and this factor got the same amount of points as ‘Effective
and realistic business model’ - ‘197’ points. The average points and value of
‘Quality of service must meet customer’s expectations’ is high ‘6,24’ and this
factor had 7 times 1% ranking of CSFs and totally 86 per cent of the

respondents evaluated this factor into ‘top five factors’ in this survey.

‘MVNO needs to own and develop its own brand’ got average grade as high
as ‘6,19’ points and 5 times 1 ranking of these factors. ‘Owning the customer
relationship’ was chosen by 67 per cent of the respondents to the ‘top five
factors’ list. The respondents saw ‘Market segmentation’ from MacMillan and

Jones 1987 as fourth important success factor.

‘Customer mix’ (stated by Leidecker 1987) got a poor average grade and it
placed only 4 times to the ‘top five factors’ list. It seems that the entrant should
focus its customer segment accurately to B-2-B segment before entering
Finland, as one of the respondent said. This factor got the lowest score of the
total points in this survey ‘103’. ‘Controlling the customer acquisition costs’,
factor defined by Forrester Research (2001) is not necessarily a critical factor
due to the fact, that these kind of mobile services need to invest high amounts

of money for sales promotion, marketing and branding.

The other factors in this table have very small variation between themselves in
the total and ranking points, and clear conclusions are very difficult to

conclude.
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Industry's Critical Total | Posi- Total Average| Ranking points and position by respondent [Ranking| Total
Success Factors Ranking| tion points points |Position 1.=5p 2.= 4p 3.=3p 4.= 2p 5.= 1p| Points | Points
Develop and maintain close @ @ 132 6,29 4 4 2 2 2 7 45 177
relationships with partners

Established distribution | 3 122 581 2 5 2 2 5 1 | 50 [ 172
channels

High quality content and 4 4 120 571 3 4 3 2 2 4 46 166
applications

Industry structural 9 8 108 5,14 9 1 2 10 118
characteristic

Low cost of acquisition 8 9 104 4,95 8 1 1 3 15 119
and retention

Pricing and price advantage 5 7 119 5,67 5 1 2 7 1 1 37 156
Secure and develop @ 2 129 614 | @O |4 7 2 2 1| 50 | 188
effective distribution channels

Securing of key suppliers 6 4 120 571 6 1 3 2 2 5 32 152
Service and content providers 7 4 120 571 7 1 2 4 2 21 141
have to agree their respective

roles in the value chain total 21 21 21 21 21 answers

Table 6.5. The industry’s external factors in entering Finland as MVNO

‘Secure and develop effective distribution channels’ by Port IT As has been

graded by the respondents with high ‘188’ points, 4 times to 1% rankings and

with the overall 76 per cent into ‘top five factors’. At least equally important

factor the ‘Develop and maintain close relationships with partners’, also

defined by Port IT As got the top average points ‘6,29’ and ‘177’ total points.

‘Established distribution channels’ from Johnson (2001) supports the

importance of the distribution channel factor (stated earlier by Port IT As) with

its ‘172’ total points. Reuters Business Insight report of MVNOs has stated

‘High quality content and applications’ as a critical success factor and it

graded with the high total points ‘166’ in this survey.

85



Both of ‘Industry structural characteristic’ stated by Leidecker (1987) and ‘Low

cost of acquisition and retention’ by Johnson (2001) were seen as very

unimportant factors in the situation entering Finnish markets as MVNO. One

of the respondent marked ‘Industry structural characteristic’ as ‘1’ and said

this factor is unimportant due to the Finnish situation today, and the other with

‘2’ stated that Finnish traditional industry model does not guarantee success.

Environment Critical Total | Posi- Total Average| Ranking points and position by respondent [Ranking| Total
Success Factors Ranking| tion points points [Position 1.=5p 2.= 4p 3.=3p 4.= 2p 5.= 1p| Points | Points
Maintenance of quality @] 3 120 64 | @D |6 2 4 2 3 57 | 186
and value

Network relationship and 4 4 126 6,00 3 5 2 1 4 2 46 172
a WIN-WIN situation with MNO

Operate with independence 9 9 102 4,86 8 1 2 1 2 14 116
from the MNO

Positive regulatory 7 7 114 5,43 5 2 4 2 2 32 146
environment

Product design 6 5 120 571 6 1 1 4 2 3 28 148
Security and trust @ 1 132 6,29 4 2 4 3 2 2 41 173
Servicing 5 6 121 5,76 6 2 3 4 3 28 149
Technological reputation 8 8 106 5,05 9 2 2 1 11 117
Users’ trusting in the @ 2 130 6,19 @ 5 5 2 2 3 58 188
secure transmission

of messages and data

total 21 21 21 21 21

Table 6.6. The environments external factors in entering Finland as MVNO

answers

The factor ‘Users’ trusting in the secure transmission of messages and data’

stated by Agamemnon Kakanelis (2001) graded with ‘188’ total points to 5

times into 1% rankings and with the overall 81 per cent into ‘top five factors’.
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An old factor from from MacMillan and Jones (1987) ‘Maintenance of quality
and value’ ranked as the second most important to the environmental critical
factors with ‘186’ total points to 6 times into 1% rankings and also with the

overall 81 per cent into ‘top five factors’.

The UMTS Forum (2002) has defined ‘Security and trust’ as a critical success
factors, and according to the results of this survey this seems to be correct.
The top average points ‘6,29’ of ‘Security and trust’ factor support the first
important environmental factor ‘Users’ trusting in the secure transmission of

messages and data’ very well.

‘Operate with independence from the Mobile Network Operator’ factor from
Port IT As was set as the most unimportant factor with ‘116’ points in the
environmental table. Two of the respondents defined this factor irrelevant, if
the cooperation works between the MVNO and MNO. One person stated that

the factor is irrelevant from the end-user’s point of view.

‘Technological reputation’ by Rockart (1987) is not any more seen as a critical
success factor; there have to exist technological standards when entering in
Finnish mobile markets and technologically the entrant is not able to come in
with the lower standards. In this environmental table the other variations of the

factors were quite small and those were treated as equal important.
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Based on the results of the survey, the author has created a table to express

more easily those critical success factors, which are influencing the entrant,

and what kind of factors should be taken in consideration when entering

markets in Finland.

Internal Strengths or
Weaknesses (SW)

External Opportunities or Threats (OT)

Organization

Markets

Industry

Environment

1. Effective and realistic

business model

1. Quiality of service
must meet
customers’

expectations

1. Secure and develop
effective distribution
channels

1. Users’ trusting in the
secure transmission of
messages and data

2. Production, distribution

and promotion

2. MVNO needs to
own and develop its
own brand

2. Develop and
maintain close
relationships with
partners

2. Maintenance of
quality and value

3. Systematic examination of

customer relationships

Table 6.7. The most important 9 critical success factors by the interview of professional group

According to the literature and interviews of the Finnish telecommunication

professionals, these factors are the most important characteristics, conditions,

features and variables that have to considered well in order to achieve what a

customer values when entering the Finnish business mobile markets as

MVNO.
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6.2.2. Analysis of the Competitive Factors Based on the Interviews
The author decided to use Michael .E. Porter’s (1980) framework tool ‘Porter’s
five forces’ to analyze, which are the forces a company faces in the Finnish B-

2-B mobile markets as MVNO. See Figure 6.2: ‘Porter’s five forces’

The questionnaire investigates the threats as barriers to entry, substitutes to
mobile communication, threat of buyers and suppliers, and competition for the
identification and justification of industry CSFs. Joel K. Leidecker and Albert
V. Bruno (1987) have stated: “The proponents of this approach argue that
competitor analysis is one of the most important, if not most important,

sources of CSFs.” The threat of barriers were evaluated as follows:

3. Please give your opinion of threats in entering Finland as MVNO:
e) Barriers to entry
For example:

Cross square for the level of barrier high D low D don’t know
to entry

The results of the common Porter’s early barriers are:

Barriers to entry high  low don't know
Economies of scale, for example high % & amount of subscriptions in Finland 17 4 0
The capital requirement of entry, for example the costs of investments 14 7 0
Access to distribution channels, for example the mobile telephone stores 11 9 1
Experience, for example the existing mobile operators experience 6 13 2
Expected retaliation, for example revenge 3 17 1
Legislation or government action for example regulative issues 3 16 2
Differentiation, for example existing high quality of products and services 12 9 0
Propriety technology, for example network technology, mobile devices 2 18 1
Access to skilled labour of appropriate cost and quality 5 16 0
Risk, what raises the effective opportunity cost of capital 14 4 3
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The respondents answered, that they feel ‘Economies of scale’ and ‘Capital
requirement of entry’ have high barriers in entry situation. ‘Access to
distribution channel’ barrier had equally opinions, and the conclusion is that
the respondents do not have enough information of the situation in distribution
channels. The personal opinion of the author is that this barrier is high for the
channels which exist and who are selling the subscriptions of Sonera and
Radiolinja. The minor distribution channels have ‘low barrier’ due to the need

of capital and cash flow.

‘Experience’ of existing operators, those ‘Expected retaliation’ and authorities
‘Legislation or government action’ has ‘low barriers’. ‘Differentiation’ divides in
half, other see that existing operators have enough services they need and
would use, others see that there is a possibility to differentiate with superior
products or services. To the author’s own opinion, there is a plenty of free
space for mobile operators in Finland, which would have new differentiated,

‘state-of-the art’ services for focused customer groups.

‘Propriety technologies’ and ‘Access to skilled labour of appropriate cost and
quality’ have ‘low barriers’ in entry Finland. The respondents recognize, that
there is a ‘Risk, with raises the effective opportunity cost of capital and

thereby effective capital barriers’ and form a ‘high barrier’ to entry in Finland.

Michael E. Porter (1980) writes that in an emerging industry, the configuration
of mobility barriers is often predictably different from that which will

characterize the industry later in its development.
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f) Threat of substitutes, for example networks, terminals

This question was open and the respondents answered as follows:

PC games, emalil, Internet, Internet cafes, Voice over IP, Remote working

Satellite telephone, normal letter, PC/Internet, entertainment alternatives

Freedom of access e.g. WLAN, WLAN+PDA, WLAN telephones,
WLAN/GSM combo, GPRS vs. WLAN

SIM card does not have any substitutes, but PC/PDA’s are challenging
GSM mobile telephones

Better brands

No substitutes

15 respondents considered WLAN terminals, Internet and email for the

communication needs as the mainly substitutes. Two answers were left empty

and four respondents stated that there are not substitutes. The author
believes, that there are not any serious substitutes for the mobile
communication.

A supplementary question for the substitute of mobile communication was:

How do you see Wireless Local Area Network (WLAN) vs. 3G services?
D As a complementary service for the mobile communication

D As a competitive service for the mobile communication

Answers:
As a Complementary service 16 respondents of total 21
Competitive service 4 (+2) respondents of total 21
Don't know 1 respondents of total 21

WLAN services are seen as a complementary product by the respondents,

two of those see WLAN both complementary and competitive services.
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g) Threat of suppliers, vendors, network operators etc.

This question was open ended and the respondents answered as follows:

3 operators have ready a strong market share, easy procedure for
replacement of the terminals, MNO  Capacity, pricing, QoS,

Operators have long existing and knowledge of the local markets, in which
case new entrant should have similar or even better technological
competence, MNO as a leader of the situation (not cooperative)

MNO'’s typically owned by the corporate who typically owns Service
Providers (later SP) as well  Strategic threat

MNO limits the accessible market size for MVNO

Established operator-vendor relationships facilitate negotiations

MNO, if there can not be established a WIN-WIN situation

Vendors are not able to deliver new solutions, channels are not working,
rightly targeted or loyal  vendor risk, bad marketing agency

Weak financial situation of the vendor can make unclear situations

A large risk for the possible need to change a vendor

The possible research and development needs

Low, Weakening and/or High power
The risks and threats are mainly based by the power of network operator and

network element vendor due to the long agreements.

a) Threat of buyers

D High power to choose service provider
D Low power to choose service provider
Answers:
High power 20 answers, (Number portability 24th of July 2003)
Low power 1 answers
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The Position Paper No 1 from UMTS Forum (2001) states that the service
framework over the next 10 years can be defined as follows:

Mobile Internet Access (for consumer users, later ‘C’)

Mobile Intranet /Extranet Access (for business users, later ‘B’)
Customised Infotainment (C)

Multimedia Messaging Service (C + B)

Location-Based Services (C + B)

Rich Voice, Enhanced and Simple (C + B)

4. Please give your view of the services, which could be important
for the business customers in entering Finland as MVNO:

The services, which are important for the business customers in entering Finland as MVNO:

Ranking
Rich Voice, Enhanced and Simple Total points: 132  Average points: 6,29 1.
Mobile Intranet /Extranet Access Total points: 129  Average points: 6,14 2.
Mobile Internet Access Total points: 124  Average points: 5,9 3.
Location-Based Services Total points: 105 Average points: 5 4.
Multimedia Messaging Service Total points: 104  Average points: 4,95 5.
Customised Infotainment Total points: 104  Average points: 4,95 5.

The first need of mobile communication will be for the business customers
onwards voice services. Intranet and extranet accesses are vitally important in

B-2-B markets and the possibility to browse in the Internet.

The other mobile value-added-services are interesting for B-2-B customers,

but these services have not seen as the primary and necessary by the mobile

professionals.
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5. What do you see as a best suitable strategy in entry to Finland?

For example:
Cross square for the best suitable strategy - only one option!

[x]

Start-up, and internal development

Acquisition, a merger with the existing service provider

i

Partnership, with the existing service provider in Finland

Answers: choices
Start-up, and internal development 5

Acquisition, a merger with the existing service provider 7

Partnership, with the existing service provider in Finland 9 (+ 1)

0 An operational partnership 2 choices
0 Atactical partnership 3 choices
0 A strategic partnership 4(+1) choices
6. Please take a quick review of the Critical Success Factors list.

If there are missing CSFs, which you think are critical and are
not listed in this questionnaire, please give your own addition to:

This question was open ended and the respondents answered as follows:

Timing and capability to execute

Terminals will be like PC's  MVNO is in ‘ICT Business’ not only TELCO
Next generation customer care/support

Not more ARPU = Average Revenue Per User but more billing  APPU =
Average Profit Per User

Processes must be in order, attitude of personal

Acquisition of the critical mass

Utilization of the local know-how and knowledge

Focusing only to core business
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6.3. Final Discussion and Recommendations

In the beginning of the dissertation, the author focused on investigating the

most important factors and variables, which are affecting the entry of the

Finnish mobile business markets. The aim was to find out if the quality of

content and services is the most important success factor, and which could be

the factors to gain success in the Finnish mobile markets.

The author stated the other objectives in 3" paragraph Hypothesis and

Objectives

To produce a basic framework to study CSFs

To examine CSFs which author found in the literature

To find 5-9 Critical Success Factors for entering Finnish mobile

business markets as a MVNO

To understand which are the competitive forces like ‘Barriers to entry’

It became apparent that common belief of the importance of content and

services could be proved by the founding’s from the author’s interviews. ‘High

guality content and applications’ factor was found in the Reuters Business

Insight report of MVNOSs, and it was ranked quite well by the professionals -

however it was at fourth place in the list of industry CSFs.

Internal Strengths or
Weaknesses (SW)

External Opportunities or Threats (OT)

Organization Markets Industry Environment
High quality Quality of service n?ust High quality Maintenance of quality
, meet customers content and
Customer service . o and value
expectations applications

6™ position of total 15"
Total points = 138

1% position of 9™
Total points = 197

4™ position of 9™
Total points = 166

2" position of 9"
Total points = 186

Table 6.8. The most important 4 CSFs by the interview of professional group
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‘High quality of customer service’ in the organisation’s list keeps the sixth
place in the internal organisation’s list. ‘Quality of service must meet
customers’ expectations’ qualified as the highest position by the total points
and scored ‘6,24’ by the average pointing system. ‘Maintenance of quality and

value’ has a second position in the environmental factors.

The author states, that the hypothesis of this study, the ‘Quality of content and
services is the most important success factor’ is achieved and proved by the
results of this structured face-to-face interview survey. The very important
CSF is also the ‘Effective and realistic business model’ in the market entry
phase by the respondents (total points 197, average points ‘6,14"). The
author has also examined the CSFs in the literature and found 9 CSFs, which

an entering company should evaluate and implement a process to review.

See Table 6.7. The most important 9 critical success factors by the professional group

John Sloman (2000) determinates that ‘barriers to entry’ mean anything that
prevent or impede the entry of firms into an industry and thereby limit the
amount of competition faced by existing firms. High penetration percent of
subscriptions in Finland forms a solid foundation to build different kind of
value-added services with its existing 900.000 business customers
(approximately 20 per cent of total amount of subscriptions). This fact can be
‘high’ barrier for voice services, but also a ‘low’ barrier for Mobile
Intranet/Extranet Access and the other B-2-B services. The author believes,

that a MVNO can enter Finland with a package of relevant B-2-B services.

See page 93, the results of services for the business customers
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The negotiations with MNO'’s can be fertile due to the competitive situation.
According to Sirpa Henttunen, Marketing and Sales Manager of Suomen 2G
Oy, a MNO owned by the local telephone companies, that company has
constructed a 2¥2-generation network during 1999-2002 and they are able to
establish fruitful cooperation with a MVNO. On the other hand, MNO is able to
be as a leader of the situation, if it will not be cooperative. According to the
study, MNO is typically owned by the corporate which owns also a Service
Provider. This can affect a strategic threat from the owners of MNO and SP.

The respondents say that regulative barriers are ‘low’ in Finland.

According to the fieldwork study, the results of entry strategies spread to 5
answers for ‘Start-up’, 7 for ‘Acquisition’ and 9 for ‘Partnership’ by the
respondents. The author believes, that the possible strategy to enter Finnish
markets is to establish a ‘Start-up MVNO’ with internal development.

By the study, an entrant company should focus as follows:

Evaluating an effective and realistic business model

Differentiate by the production, distribution, promotion and services
Establish own and develop distribution channel with co-operators
Develop close relationships with partners

Aim to commitment and credibility by security and trust

Branding its own services and marketing them to B-2-B customers

Philip Kotler writes about branding: “The product is a major issue in product
strategy.” He continues, that developing a branded product requires a great
deal of long-term investment spending, especially for advertising, promotion

and packaging.
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6.3.1. A Basic Framework to Investigate CSFs
Company needs to have it's mission and vision, core values and policies.
Action plan, goals and objectives are needed to get the plan working.
Strategies include CSFs, which can be found by internal and external SWOT

analysis.

Figure 6.3: The framework for the investigation of the Critical Success Factors by the author

Company’s strengths and weaknesses become from the strategic capability,
which consists of company’s core competencies, resources and skills. Threat
and opportunities consist of external competitive factors, which can be

examined by the Competitor Analysis, Porter’s five forces and PESTLE tool.
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Competitive advantage is a combination of strategic capability and a
company'’s position in an industry. Position is gained by the business
intelligence systems. According by Michael Porter (1985) competitive
advantage can be achieved by cost leadership, differentiation or focusing. All
these factors affect to the company’s strategic planning and how the company
iS going to act, product, distribute and brand its products or services. After all,
company needs to know it's customers, and what the customers need and
value. Systematic research can be implemented by a CRM system.
Knowledge management system shall keep the customer and company’s own

data in it's databases.

Figure 6.4: The CSF tool for BU Manager by Malcolm C. Munro (1987), drawn by the author

According to George S. Day (1987) the managers need to ask: "Where do |

get the competitive edge for long-term success in my industry?”
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According to Viva Business intelligence Oy Ltd, Business Intelligence (later
Bl) is a continuous and systematic process producing and communicating
actionable intelligence of the external business environment to facilitate
proactive decision-making. According to the Viva’'s material, strategic
intelligence provides a view of company’s total environment with competitive,
regulatory, and political issues from the two years in the past to at least five

years in the future.

Scope
BUSINESS I ‘ General Trend Intelligence '
Environment ) )
- Industry Customer
Supplier "
Industries Industry iz ligiies | :nﬁu Sily
Intellige nce ' | p | nefigence

Companies .

Supplier
Intelligence

Customer

Intelligence Intelligence

Competitor

Interest Group Intelligence

Value Chain Dimension

Figure 6.5: The framework for the business environment by Viva Business Intelligence Oy

Gerd Schienstock and Osmo Kuusi (1999) write: “Sometimes it is argued that
‘a new way of thinking’ for all members of the company is needed in order to
develop an innovative and constantly learning organization. Commitment and
trust are seen as the most important aspects of such a new way of thinking. It
must be based on an understanding that only a joint effort of management
and workers to improve innovativeness can lead to success in the global

competition.”
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7. Conclusion

According to the UMTS Forum (2001), the mobile market will consist of a total
of 2,25 billion mobile subscribes. This is a forecast with the cumulative
revenue of trillion dollars in 2010. When the services mature, prices will
decline, and the incremental revenue per 3G subscriber will stabilise at
around US$40 per month by 2005, and decline to about US$30 per month by
2010, states UMTS Forum and continues, that revenue is likely to be shared
among the mobile services providers, and the third party applications

providers, with which they form strategic partnerships.

Even though the financial situations of the European mobile operator’s are not
in good shape, the next generation mobile services will be launched in a few
years period. The company that owns fast decision-making, innovation,
market agility, strong leadership and vision will have a pole position in this
race. If the same company recognizes first a new critical success factor in this

competitive environment, it can have the reward for the industry leadership.

7.1.Personal development
The author has studied a wide scale of literature and learned a lot of new from
the strategy and Critical Success Factors in few months. Lot of things have
been left out from the dissertation due to the limited space of words. The
author continues his explore of the strategic learning and thinking by
evaluating a Strategic Business Plan model and a new product development
manual for the Finnish small- and middle-sized companies in Information and

Communication Industry.
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BSC
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CAMEL
CAl
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GSM
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ISP
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MIN
MSISDN
MVNO
MS
MSC
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NO&M
O&M
omMC
OMT
0SS
PLMN
PN
PSTN
RBS
RF
RNS
SCP
SIM
SMS
SOG
SSCP
SSF
SSP
TSC
UMTS
VLR
VPN
WAP

Authentication Centre

Base Station Controller

Base Station System

Base Transceiver Station

Customised Application for Mobile Enhanced Logic
Customer Administration Interface
Equipment Identity Register

General Packet Radio Services
Gateway Mobile Services Switching Centre
GPRS Support Node

Global System for Mobile Communication
Home Location Register

Host Network Operator

International Mobile Equipment Identity
International Mobile Subscriber Identity
Intelligent Network

Internet Protocol

Internet Service Provider

Mobile Application Part

Mobile Intelligent Network

Mobile Station ISDN

Mobile Virtual Network Operator
Mobile Station

Mobile Switching Centre

Network Management Centre

Network Operation and Maintenance
Operation and Maintenance

Operation and Maintenance Centre
Operation and Maintenance Terminal
Operations Support System

Public Land Mobile Network

Personal Number

Public Switched Telephone Network
Radio Base Station

Radio Frequency

Radio Network System

Service Control Point

Subscriber Identity Module

Short Message Service

Service Order Gateway

Service Switching and Control Point
Service Switching Function

Service Switching Point

Transit Switching Centre

Universal Mobile Telecommunications System
Visitor Location Register

Virtual Private Number

Wireless Access Protocol
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1. Definitions to the title of the dissertation

An investigation of the Critical Success Factor answers to the
guestions “What matters?” “What is important?” and “What are the
customer needs?” These answers give focus, and the strengths,
weaknesses, opportunities and threats for the company.

Finnish mobile business markets = the needed services for only B-2-B
customers, which need coverage including in abroad and both in
Finland and Aland areas in 2G, 2% G and 3G networks (see figure 1.4)

Mobile Virtual Network Operator (later MVNO) =

a. Definition of OFTEL, UK regulator: “An organisation that offers
mobile subscription and call services but does not have an
allocation of spectrum.”

b. Definition of ODTR, Irish regulator: “MVNO is defined as an
organisation operating a physical network infrastructure
comprising as a minimum a GSM mobile switching center, home
location register and authentication center (or 3G equivalents),
having its own unique mobile network code with distinct number
series (where applicable) and issuing own branded SIM cards
(or 3G equivalents) but without a mobile radio access network.

Figure 1.1: The sliding scale of MVNO's
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The term MVNO has existed for several years to a model to offer mobile
services. The best known and most quoted MVNO business case is Virgin
Mobile in United Kingdom from mid 1999 with its 865.306 customers at the
end of Q1/2001. There are not any service providers operating with “pure”
MVNO model in the Finnish mobile markets yet (see Figure 1.1).

According to article by Port It As, MVNO takes control on outbound and
inbound calls, have their own mobile switching infrastructure and possibly
Intelligent Network (IN) —platform, their own number range and to all purposes
appear to be an independent mobile network.

2. Song Networks Oy in Finland

Song Networks, formerly Telel Europe, exists in the Nordic countries in
Sweden, Finland, Norway and Denmark as a data and telecommunications
operator. Song Networks (later Song) owns it's backbone and local access
networks with broadband capacity.

Figure 1.2: The Song’s broadband network in Nordic countries and Europe

Song offers its business customers broadband solution for data
communication, Internet and voice to businesses in the Nordic region. The
Company was founded in 1995 in Sweden and provides employment for
approximately 1,000 persons. The group head office is located in Stockholm
and there are an additional 34 offices located in the Nordic region.
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Song has clear focus to it's core business to provide value added services
with its’ own backbone fibre infrastructure to the end customers and operators
through voice services, business-critical server hosting, local area network
interconnecting and other technical network elements to its business-to-
business (later B-2-B) customers.

Some important milestones in Finland during 1999-2002

Song entered in Finland and started from the scratch by acquiring with a
small Internet Service Provider (later ISP) Clinet Oy in June 1999. Clinet was
a company with high knowledge in data and Internet operating since 1987

Ministry of Transport and Communications Finland granted a licence to Song
to construct a third generation (later 3G) mobile network in the Finnish
province of Aland in September 1999

Song enlarged its presence in Finland by acquiring seven small and middle-
sized companies in May 2000 and the next large merger was with a similar
sized data and telecommunication operator Telia Finland Oy at June 2001.
The other Nordic Song companies made similar mergers in their countries at
the same time.

The construction work of the Finnish 6.000 kilometres fibre backbone in 30
cities started at autumn 1999 and was completed in the end of 2001

3. Defining Finnish markets overall

The Finnish gross national production increased to very productive from the
index 1995 after a big recession time from 1991 to 1994. According to
Statistics Finland, the economy trend has decreased since the fourth quarter
of year 2000 (Figure 1.3).

Figure 1.3: The economical growth increases in Finland
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3.1.Brief Finnish Mobile Telecommunication History

The Finnish mobile telecommunication sector has been since 1960's. The
beginning of the development ARP (car radio telephone) was started by the
Finnish Post and Tele Office year 1966. The first mobile telephone call was
phoned at the 1% of April 1971. The most important feature and functionality of
the terminal was mobility, the capability to move with the telephone.

The first phase and generation of the mobile phones was the decade of the
Nordic Mobile Telephone (NMT) system, where the most important function
was the ability to reach people better. The second generation was Global
System for Mobile telephone system (GSM), where the main idea was
personality of telecommunication.

Figure 1.4: The features and functionality of the mobile telephones

The second and half and the third generation will be the time where the
wireless world is a one solid part of the information and telecommunication
systems in the companies. The consumers are able to send real audio and
video streaming clips and their personal information between other users by
mobile telephones. The 2% and 3" generation of mobile telephones will give
an fast access to the broadband network operators.

3.2.Finnish Mobile Telecommunication Markets

Finnish markets are quite narrow; the calculated population is 5,188 million
people by the authorities of Finland. The Finnish mobile markets are quite
saturated with the existing 4.381 millions subscribers, what means that more
than every person from 5 to 69 years old have their own mobile subscription.

Country Penetration % Total amount of Subscriptions
Finland 84,65 1% October 2002 = 4 381 400

Table 1.1. Source: Mobile Communications, Oct 1, 2002
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79% of the total mobile subscriptions are for private and 21 % are for business
customers by the Telecommunications Administration Centre of Finland. This
means that the potential rate of corporate customers will be approximately the
existing 920.000 business subscriptions in the Finnish mobile markets.

Finland is a country with a very large amount of small companies, which
employs 44% of the total employees. Middle-sized corporations have a share
of 16%, and the rest of the Finnish people 40% are working in the Large and
X-large companies by the Statistics Finland.

3.3.Operators’ Market Shares in Finland 2001

The private telephone companies have operated in Finland since 1880. In the
1930' there were over 800 private telephone companies in Finland. Since
then, the telecommunication industry has been a duopoly of Sonera Oyj
(previous state-owned Telecom Finland) and the local telephone operators,
which have formed a Finnet Association (founded 1921). Nowadays Finnet
has 42 local telephone companies as their members. "

Sonera Oyj has been an analogue NMT mobile telephone operator since
1980's and a digital GSM telephone operator since 1992. Oy Radiolinja AB is
owned by Elisa Oyj and founded 1988. These two operators have mobile
market dominance with the 87,4 % market share (2001). The local telephone
operators own a service provider DNA Finland Oy with it's 4,8% market share.

These Service Providers have market shares as below:

Mobile Service Operator Mobile Network Operator pcs | % -Share
Sonera Sonera| 2421533 58,5
Radiolinja (1) Radiolinja| 1197 704 28,9
DNA Finland Suomen 2 G 200 000 4.8
Telia Mobile (1) Radiolinja 158 500 3,8
Telia Mobile (1) Telia Mobile 80 500 1,9
Jippii Sonera 44 560 1,1
Elisa (1) Elisa 20 000 0,5
Alands Mobiltelefon Alands Mobiltelefon 8 740 0,2
RSL Com Finland Sonera 5 800 0,1
total 4137 337

Table 1.2. The number of digital mobile subscriptions by networks in Finland 2001 v
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Part 2

“An investigation of the Critical Success Factors
in entering Finnish mobile business markets
as a mobile virtual network operator”
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2002
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1. Definition of Critical Success Factors (later CSFs)

The main questions to find CSFs are as follows:

“What matters?”

“What is important?”

“What a customer values?”

“What are the customer needs?”

“What does the company need to do to survive competition?”

Organisation’s mission statement and its strategy should include CSFs and core
values of the company.

Strategy is a long-term course and direction where the company should go and
CSFs are the factors for steering the strategy. The strategic capability is about the
resources and competences that company have, and it is providing products and
services to customers that are valued in the future.

The competitive advantage is gained through position, resources and skills of the
company. These core competencies constitute the focus for strategy at the corporate
level. Strategy evaluation and strategic planning determine the goals and objectives
of the company for the future.

Strategic management process begins the determination of goals and objectives,
analysis of environment and industry to entering markets. The CSFs provide internal
strengths and weaknesses for developing competitive advantage, and external
threats and opportunities for the company to identify the competition, environment
and industry where the organisation exists.

These elements, abbreviation as SWOT-analysis , are the bases for the strategic
planning and development processes. Internal resource analysis examines the
competitive advantage of a company; it's core competences, resources and skills
versus its competitors for the strategic evaluation.

Core competence is performed better than competitors and is difficult for
competitors to imitate.

The critical success factors are those characteristics,

conditions, features and variables to be done well by a company to achieve
what a customer values. The CSFs have a serious impact on company’s
profitability and it's success or failure.

115




Appendix 2 / page 3

Please grade the importance for the following factors as you see:

For example:

Circle the choice you like most less important

b) Organization’s internal factors in entering Finl

Company morale

Effective and realistic
business model

Existing brand of its products
and services

High quality customer service
Human resources

Interfaces which support an
effective open business model

Leadership
Liquidity position and financing

Production, distribution and
promotion

Innovation, Research and
Development

Securing of key personnel

Serious strategy on service
attractiveness

Strong brand identity
Strong marketing power

Systematic examination
of customer relationships

less important

less important

less important

less important
less important

less important

less important
less important

less important

less important

less important

less important

less important

less important

less important

345 @ more important

and as MVNO

34

67

67

more important

more important

more important

more important
more important

more important

more important
more important

more important

more important

more important

more important

more important

more important

more important

Please grade next the five most important factors by numbering 1., 2., 3., 4., 5. for
example as follows:

Draw number at the end of row less important 1 2 3 4 5 6@ more important 3.
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c) Markets external factors in entering Finland as MVNO

Billing, charging and payment  lessimportant 1 2 3 4 5 6 7 more important
Clear and careful customer less important 3456 7 moreimportant
identification from the exiting

user communities

Controlling the customer less important 3456 7 moreimportant
acquisition costs

Customer intimacy less important 3456 7 moreimportant
Customer mix less important 345 6 7 moreimportant
Market segmentation less important 3456 7 moreimportant
MVNO needs to own and less important 3456 7 moreimportant
develop its own brand

Owning the customer less important 3456 7 moreimportant
relationship

Quiality of service must meet less important 3456 7 moreimportant

customers’ expectations

Please grade next the five most important factors by numbering 1., 2., 3., 4., 5. for
example as follows:

Draw number at the end of row less important 1 2 3 4 5 6@ more important 3.

d) Industry’s external factors in entering Finland as MVNO

Develop and maintain close
relationships with partners

lessimportant 1 2 3 4 5 6 7 more important

Established distribution
channels

lessimportant 1 2 3 4 5 6 7 more important

High quality content and
applications

lessimportant 1 2 3 4 5 6 7 more important

Industry structural
characteristic

lessimportant 1 2 3 4 5 6 7 more important

Low cost of acquisition
and retention

lessimportant 1 2 3 4 5 6 7 more important
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Pricing and price advantage less important 1 2 3 4 5 6 7 more important

Secure and develop effective less important 1 2 3 4 5 6 7 more important
distribution channels

Securing of key suppliers less important 1 2 3 4 5 6 7 more important
Service and content less important 1 2 3 4 5 6 7 more important
providers have to agree their

respective roles in the value chain

Please grade next the five most important factors by numbering 1., 2., 3., 4., 5. for
example as follows:

Draw number at the end of row less important 1 2 3 4 5 6@ more important 3.

e) Environment external factors in entering Finland as MVNO
Maintenance of quality and value less important 1 2 3 4 5 6 7 more important

Network relationship and a less important 1 2 3 4 5 6 7 more important
WIN-WIN situation with MNO

Operate with independence less important 1 2 3 4 5 6 7 more important
from the MNO

Positive regulatory environment less important 1 2 3 4 5 6 7 more important

Product design less important 1 2 3 4 5 6 7 more important
Security and trust less important 1 2 3 4 5 6 7 more important
Servicing less important 1 2 3 4 5 6 7 more important
Technological reputation less important 1 2 3 4 5 6 7 more important
Users’ trusting in the secure less important 1 2 3 4 5 6 7 more important
transmission of messages

and data

Please grade next the five most important factors by numbering 1., 2., 3., 4., 5. for
example as follows:

Draw number at the end of row less important 1 2 3 4 5 6@ more important 3.
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3. Please give your opinion of threats in entering Finland as MVNO:
f) Barriers to entry

For example:

Cross square for the level of barrier high D low D don’t know
to entry

Economies of scale, for example high %I:' high I:'Iow D don’t know
and amount of subscriptions in Finland

The capital requirement of entry, for D high Dlow D don’t know
example the costs of investments

Access to distribution channels, for D high D low D don’t know
example the mobile telephone stores

Experience, for example the existing D high Dlow D don’t know
mobile operators experience

Expected retaliation, for example D high D low D don’t know
revenge
Legislation or government action D high Dlow D don’t know

for example regulative issues

Differentiation, for example existing D high I:'Iow D don’t know
high quality of products and services

Propriety technology, for example D high D low D don’t know
network technology, mobile devices

Access to skilled labour of appropriate D high D low D don’t know
cost and quality

Risk, what raises the effective D high D low D don’t know
opportunity cost of capital

g) Threat of substitutes, for example networks, terminals
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How do you see Wireless Local Area Network (WLAN) vs. 3G services?
D As a complementary service for the mobile communication

D As a competitive service for the mobile communication
h) Threat of suppliers, vendors, network operators etc.

i) Threat of buyers

D High power to choose service provider
D Low power to choose service provider
4, Please give your view of the services, which could be important

for the business customers in entering Finland as MVNO:

Mobile Internet Access less important 1 2 3 4 5 6 7 more important
Mobile Intranet /Extranet less important 1 2 3 4 5 6 7 more important
Access
Customised Infotainment less important 1 2 3 4 5 6 7 more important
Multimedia Messaging less important 1 2 3 4 5 6 7 more important
Service
Location-Based Services less important 1 2 3 4 5 6 7 more important
Rich Voice, Enhanced and less important 1 2 3 4 5 6 7 more important
Simple
5. What do you see as a best suitable strategy in entry to Finland?
For example:

Cross square for the best suitable strategy - only one option!

D Start-up, and internal development
D Acquisition, a merger with the existing service provider

D Partnership, with the existing service provider in Finland
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In the case you choose partnership, please cross the type of partnership:

D An operational partnership
D A tactical partnership

D A strategic partnership

Type and character of partnership

Continuity

An operational
partnership

Mechanistic and the trust is
typically based on written
contracts

The partnership lasts and functions as
long as both parties can fulfil the agreed
duties and the set goals are achieved

A tactical
partnership

More based on joint learning
and aims at improving the
competitiveness of both parties
by integrating the processes
and cultures to some extent

The partnership requires a deeper trust,
which cannot only be based on contracts

A strategic
partnership

Based on a holistic approach of
sharing all the intellectual
capital in the network so that
the partners achieve great
strategic, competitive
advantage

The partners are deeply involved in each
other’s business and they share the
success and failure of accomplishments
together fully. The relationship is based
on deep trust and shared destiny

Table: The partnership models by CRM Group Oy

Please take a quick review of the Critical Success Factors list.

If there are missing CSFs, which you think are critical and are
not listed in this questionnaire, please give your own addition to:

Thank you for your time!
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The results of the five test questionnaires of "An investigation Appendix 3

of the CSF's in entering Finnish business mobile m arkets as MVNO" Page 1
Organisations' Critical Total Total Average | Ranking Ranking Ranking Ranking Ranking
Success Factors Ranking | points _ points 1. 2. 3. 4. 5.
Company morale 5 29 5,8 1 1
Effective and realistic @ 33 6,6 2 1 1 1
business model
Existing brand of its 15 26 52
products and services
High quality customer @ 34 6,8 1 1 1
service
Human resources 9 28 5,6 2
Interfaces which support an 11 28 5,6 1
effective open business model
Leadership 4 30 6 1 1
Liquidity position and 10 28 5,6 1
financing
Production, distribution 14 27 5,4 1
and promotion
Innovation, Research @ 31 6,2 1 2
and Development
Securing of key 7 29 5,8 1
personnel
Serious strategy on 6 29 5,8 2
service attractiveness
Strong brand identity 8 28 5,6 1
Strong marketing power 13 27 54 1
Systematic examination 12 28 5,6
of customer relationships
Markets' Critical Total Total Average | Ranking Ranking Ranking Ranking Ranking
Success Factors Ranking | points__ points 1. 2. 3. 4. 5.
Billing, charging 3 31 6,2 3
and payment
Clear and careful customer 5 29 5,8 1 1 1
identification from the
exiting user communities
Controlling the customer 9 20 4
acquisition costs
Customer intimacy @ 31 6,2 1 1 2
Customer mix 8 26 5,2 1 1
Market segmentation 6 29 5,8 1 1 1
MVNO needs to own and 4 30 6 1 1 1 1
develop its own brand
Owning the customer 7 27 5,4 1
relationship
Quiality of service must @ 35 7 2 2 1

meet customers’ expectations
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"An investigation of the CSF's in entering Finnish business mobile markets as MVNO" Page 2
Industry's Critical Total Total Average | Ranking Ranking Ranking Ranking Ranking
Success Factors Ranking | points  points 1. 2. 3. 4. 5.
Develop and maintain close @ 33 6,6 2 2 1

relationships with partners

Established distribution 3 30 6 1 2

channels

High quality content and @ 30 6 2 2

applications

Industry structural 9 27 54 1
characteristic

Low cost of acquisition 8 27 5,4 1 2

and retention

Pricing and 4 30 6 2 1
price advantage

Secure and develop 6 29 5,8 1 2
effective distribution

channels

Securing of key suppliers 5 29 58 1 1

Service and content 7 29 5,8 1

providers have to agree
their respective roles
in the value chain

Environment Critical Total Total Average | Ranking Ranking Ranking Ranking Ranking
Success Factors Ranking | points  points 1. 2. 3. 4. 5.
Maintenance of quality 4 30 6 1 2

and value

Network relationship and 3 30 6 1 1 2

a WIN-WIN situation with MNO

Operate with independence 9 23 4,6 1
from the MNO

Positive regulatory 7 28 5,6 1 1

environment

Product design 6 30 6 1 1
Security and trust @ 32 6,4 2 2 1
Servicing 5 30 6 1 2
Technological reputation 8 28 5,6 1
Users’ trusting in the @ 32 6,4 3 1

secure transmission
of messages and data
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The results of the five test questionnaires of Appendix 3
"An investigation of the CSF's in entering Finnish business mobile markets as MVNO" Page 3
Barriers to entry high low don't know
Economies of scale, for example high % 5

and amount of subscriptions in Finland

The capital requirement of entry, 4 1
for example the costs of investments

Access to distribution channels, 2 2 1
for example the mobile telephone stores

Experience, for example the existing 3 2

mobile operators experience

Expected retaliation, for example revenge 2 3
Legislation or government action 1 3 1
for example regulative issues

Differentiation, for example existing 5

high quality of products and services

Propriety technology, for example 2 2 1
network technology, mobile devices

Access to skilled labour of appropriate 1 3 1
cost and quality

Risk, what raises the effective 1 4

opportunity cost of capital

Threat of substitutes, for example networks, terminals "Internet, WLAN"

Question: How do you see Wireless Local Area Network (WLAN) vs. 3G services?

Answers: As a Complementary service 4 or Competitive service
Threat of suppliers 1 "guess™: high power 4 guestions without answers
Threat of buyers High power: 4 answers  Low power: 1 answer

The services, which are important for the business customers in entering Finland as MVNO:

Mobile Internet Access Total points: 33 Average points:
Mobile Intranet /Extranet Access Total points: 30 Average points:
Rich Voice, Enhanced and Simple  Total points: 26 Average points:
Multimedia Messaging Service Total points: 25 Average points:
Customised Infotainment Total points: 24 Average points:
Location-Based Services Total points: 24 Average points:

What do you see as a best suitable strategy in entr  y to Finland?

6,6
6
5,2
5
4,8
4,8

Ranking

1.

o o M w N

Start-up, and internal development

Acquisition, a merger with the existing service provider 2 choices
Partnership 3 choices
* An operational partnership 1

* A tactical partnership 1
* A strategic partnership 1
1

* Questionnaires without answer

No choices for this strategy
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The results of the 21 questionnaires of the interview: Appendix 4
"An investigation of the CSF's in entering Finnish business mobile markets as MVNO" Page 1
Organisations' Critical Total | Posi- Total Average|Ranking points and position by respondent |Ranking| Total
Success Factors Ranking| tion points points |Position 1.=5p 2.=4p 3.=3p 4.=2p 5.=1p| Points | Points
Company morale 14 14 105 5,00 15 1 1 5 110
Effective and realistic @ 1 129 6,14 @ 9 3 2 2 1 68 197
business model
Existing brand of its 7 12 108 5,14 6 1 4 1 2 26 134
products and services
High quality customer 6 8 114 5,43 5 2 2 1 1 1 24 138
service
Human resources 11 11 110 5,24 11 1 2 11 121
Interfaces which support an 13 12 108 5,14 12 2 2 10 118
effective open business model
Leadership 9 7 115 5,48 7 3 1 17 132
Liquidity position and 10 10 112 5,33 8 1 3 3 16 128
financing
Production, distribution @| 2 124 500 | @ |1 2 3 3 2| 3 |15
and promotion
Innovation, Research 15 15 100 4,76 13 2 1 9 109
and Development
Securing of key personnel 12 8 114 5,43 14 1 1 5 119
Serious strategy on 8 5 119 5,67 10 1 1 1 3 14 133
service attractiveness
Strong brand identity 4 4 121 5,76 4 1 1 4 4 29 150
Strong marketing power 5 2 125 5,95 9 2 5 3 19 144
Systematic examination @ 5 119 5,67 @ 2 2 2 3 2 32 151
of customer relationships total 21 21 21 21 21 answers
Markets' Critical Total | Posi- Total Average| Ranking points and position by respondent |Ranking| Total
Success Factors Ranking| tion points points |Position 1.=5p 2.= 4p 3.= 3p 4.=2p 5.= 1p| Points | Points
Billing, charging 5 6 118 5,62 4 1 1 5 4 4 36 154
and payment
Clear and careful customer 7 5 119 5,67 7 3 2 1 1 2 30 149
identification from the
exiting user communities
Controlling the customer 8 8 105 5,00 8 2 2 2 14 119
acquisition costs
Customer intimacy 6 7 116 5,52 6 2 4 1 3 35 151
Customer mix 9 9 98 4,67 9 1 3 5 103
Market segmentation 4 3 124 5,90 4 3 4 4 4 36 160
MVNO needs to own and @ 2 130 6,19 @ 5 2 4 2 1 50 180
develop its own brand
Owning the customer @ 4 123 5,86 @ 3 4 2 1 4 43 166
relationship
Quality of service must @ 1 131 6,24 @ 7 3 4 3 1 66 197
meet customers’ expectations total 21 21 21 21 21  answers
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The results of the questionnaires of
"An investigation of the CSF's in entering Finnish business mobile markets as MVNO"

Appendix 4

Page 2

Industry's Critical Total | Posi- Total Average| Ranking points and position by respondent [Ranking| Total
Success Factors Ranking] tion points points |Position 1.=5p 2.= 4p 3.= 3p 4.= 2p 5.= 1p]| Points ] Points
Develop and maintain close @ @ 132 6,29 4 4 2 2 2 7 45 177
relationships with partners

Established distribution ®| 3 122 58 2 5 2 2 5 1| 50 | 172
channels

High quality content and 4 4 120 5,71 3 4 3 2 2 4 46 166
applications

Industry structural 9 8 108 5,14 9 1 2 10 118
characteristic

Low cost of acquisition 8 9 104 4,95 8 1 1 3 15 119
and retention

Pricing and price advantage 5 7 119 5,67 5 1 2 7 1 1 37 156
Secure and develop @ 2 120 64| @O |4 7 2 2 1| s9 | 188
effective distribution channels

Securing of key suppliers 6 4 120 5,71 6 1 3 2 2 5 32 152
Service and content providers 7 4 120 571 7 1 2 4 2 21 141
have to agree their respective

roles in the value chain total 21 21 21 21 21 answers
Environment Critical Total | Posi- Total Average| Ranking points and position by respondent [Ranking| Total
Success Factors Ranking] tion points points |Position 1.=5p 2.= 4p 3.= 3p 4.= 2p 5.= 1p| Points | Points
Maintenance of quality @3 129 66| @ |6 2 4 2 3 57 | 186
and value

Network relationship and 4 4 126 6,00 3 5 2 1 4 2 46 172
a WIN-WIN situation with MNO

Operate with independence 9 9 102 4,86 8 1 2 1 2 14 116
from the MNO

Positive regulatory 7 7 114 5,43 5 2 4 2 2 32 146
environment

Product design 6 5 120 571 6 1 1 4 2 3 28 148
Security and trust @ 1 132 6,29 4 2 4 3 2 2 41 173
Servicing 5 6 121 5,76 6 2 3 4 3 28 149
Technological reputation 8 8 106 5,05 9 2 2 1 11 117
Users’ trusting in the @D 2 120 619 |@|s5s s 2 2 3| s |18
secure transmission

of messages and data total 21 21 21 21 21 answers
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The results of the questionnaires of Appendix 4

"An investigation of the CSF's in entering Finnish business mobile markets as MVNO" Page 3
Barriers to entry high low  don't know
Economies of scale, for example high % & amount of subscriptions in Finland 17 4 0

The capital requirement of entry, for example the costs of investments 14 7 0
Access to distribution channels, for example the mobile telephone stores 11 9 1
Experience, for example the existing mobile operators experience 6 13 2
Expected retaliation, for example revenge 3 17 1
Legislation or government action for example regulative issues 3 16 2
Differentiation, for example existing high quality of products and services 12 9 0
Propriety technology, for example network technology, mobile devices 2 18 1
Access to skilled labour of appropriate cost and quality 5 16 0

Risk, what raises the effective opportunity cost of capital 14 4 3

"satellite telephone™
"Internet, email, WLAN, Internet Cafe’s, PC games"
Threat of substitutes, for example networks, terminals  "Remote working, VolP, WLAN+PDA, letter"

Question: How do you see Wireless Local Area Network (WLAN) vs. 3G services?

Answers: As a Complementary service 16  Competitive service 4 (+2) Don't know 1
Threat of suppliers "open question, answers in the dissertation text"
Threat of buyers High power: 20 answers Low power: 1 answer

Number portability 24th of July 2003

The services, which are important for the business customers in entering Finland as MVNO:

Ranking
Rich Voice, Enhanced and Simple Total points: 132 Average points: 6,29 1.
Mobile Intranet /Extranet Access Total points: 129 Average points: 6,14 2.
Mobile Internet Access Total points: 124 Average points: 59 3.
Location-Based Services Total points: 105 Average points: 5 4.
Multimedia Messaging Service Total points: 104 Average points: 4,95 5.
Customised Infotainment Total points: 104 Average points: 4,95 5.

What do you see as a best suitable strategy in entr vy to Finland?

Start-up, and internal development 5  choices for this strategy
Acquisition, a merger with the existing service provider 7  choices
Partnership 9+ 1 choices
* An operational partnership 2
* A tactical partnership 3
* A strategic partnership 5+1
Missing CSF: "open question, answers in the dissertation text" Right Timing and luck

Capability to execute

127



Pilot survey, findings and result report Appendix 5

The author had a possibility to use Song’s Carrier and Wholesale Relation unit
for the pilot survey, and the author sent the ‘Part 1" introduction by email two
days before the interview. As an exception to the author’'s normal plan, the
pilot survey was made together to all four people simultaneously due to tight
schedules. One external face-to-face pilot interview was made with a Finnish

communications professional.

Internal PILOT group interview with structured ques tionnaire at Song Networks
Gronberg Hanna, Director, Carrier and Wholesale Relations
Lehtikari Minna, Key Account Manager, Carrier and Wholesale Relations

Sojakka Jonna, Sales Coordinator, Carrier and Wholesale Relations
Raty Jaana, Key Account Manager, Carrier and Wholesale Relations

External PILOT face-to-face interview with structur  ed questionnaire

Uponor Oyj: Horkké Sari, Communicator

The group of the Carrier and Wholesale Relations unit is dealing with the
broadband, telecommunication and mobile operators with the products of
Dedicated Wavelength, Capacity, Transit and Voice Termination, and they do

not have wide experience of the mobile telecommunication itself.

The survey started with an explanation of the investigation with the ‘Part 1's
PowerPoint show of ‘Part 1’ and author shared the questionnaires as named
‘Part 2’. The group filled the questionnaires by themselves and the author got
some questions simultaneously from the group members. The author noticed,
that the situation was not totally ruled by the author due to lack of personal

interaction.

See ‘Part 2’ as Appendix 2
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The author designed a Microsoft Excel sheet for evaluating the pilot results.

Each factor has a column with total and average points, and ranking from first

to fifth. The author made a total ranking from the summary of the factors by

him. The results of the investigation of CSFs for entering MVNO according to

the pilot group and the survey are as follows:

Internal Strengths or
Weaknesses (SW)

External Opportunities or Threats (OT)

Organization Markets Industry Environment
. . 1. Quality of service 1. Develop and maintain
1. High quality must meet . . : .
X . close relationships with | 1. Security and trust
customer service customers
, partners
expectations
. . 2. Users’ trusting in
2. Effective and realistic 2. Customer 2. High quality the secure
: . content and o
business model intimacy o transmission of
applications

messages and data

3. Innovation, Research and

development

Table: The most important 9 critical success factors based on interview with pilot group

The average points for the factor of ‘Quality of service must meet customers’

expectations’ were as high as 7 from the total 7, and it was ranked twice as

the most important factor. The second highest average points got ‘High quality

customer service’ with the total 6,8 points, and the third were ‘Effective and

realistic business model’ and ‘Develop and maintain close relationships with

partners’ with 6,6 average points.

See ‘The results of the five test questionnaires’ at Appendix 3

It can be seen from the pilot survey results in Appendix 3 (page 3), that the

author did not rule the group interview. The ‘Barriers to entry’ question can be

considered the major differentiation among the results.
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24 per cent of the group answered ‘Don’t know’, compared to the 5 per cent
of the ‘Don’t know’ answers given by the mobile telecommunication
professionals (see Appendix 4, page 3). The question of ‘Threat of suppliers’ was
left empty in four cases; one answer was ‘the respondent’s guess of high
power’ in the pilot group. A verbal feedback given by the pilot group verifies
that the real problem was that they could not ask the meaning of some of the
author’s questions due to the tight time schedule. These observations

strengthen the facts, that each interview should be face-to-face surveys.

The services, which are important for the business customers in entering Finland as MVNO:

Ranking
Mobile Internet Access Total points: 33 Average points: 6,6 1.
Mobile Intranet /Extranet Access Total points: 30 Average points: 6 2.
Rich Voice, Enhanced and Simple  Total points: 26 Average points: 5,2 3.
Multimedia Messaging Service Total points: 25 Average points: 5 4.
Customised Infotainment Total points: 24 Average points: 4,8 5.
Location-Based Services Total points: 24 Average points: 4,8 5.

Te question for the most important service for the future is ‘Mobile Internet
Access’ according to the pilot group. Four people from five said that the

WLAN services as a complementary product for the mobile communication.

The author is satisfied with the results of pilot interviews, and the outcome that

the questionnaire is designed well and can be used without any major

modifications.
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Political Appendix 6

The industry is regulated by the Finnish state administrative

The mobile industry has been duopoly of Sonera and Finnet Association
The common atmosphere is for opening markets by the authorities

The Telecommunications Administration Centre (TAC) in Finland
allocated the first 3. generation mobile telephone (UMTS) licenses in the
world 1999

The Finnish telecommunications market is perhaps the most liberalised in
the Europe

Economical

Economical growth increases, a good household income in Finland
Rivalry between the mobile telecommunication companies is emerging
The maturity of the markets causes movements in the customer interfaces
The penetration of the mobile telephones is over 70% (70 per 100 people)
The markets comes to meet a saturation point in a few year, the rivalry of
service providers decreases voice call prices

It is very expensive to invest in the new infrastructure of mobile networks

Social

Finnish people are used to be reached always by the cellular telephones
Telecommuting increases choices to work somewhere else than normal,
the coverage and the radio network capacity has to be widespread
Public expectation is now of investments in the new infrastructure
development of 3" generation mobile telephone networks

Technological

New technological innovations and improvements come to market next
year the new 2"+ generation GSM-GPRS technology will improve data
connection capacity and makes possible new value-added-services

3" generation mobile networks enables real-time videoconferencing 2002
The technological capability improves in the networks very rapidly

The invoicing and billing system needs powerful and accurate IT-system

Legal

Finnish regulators, The Telecommunications Administration Centre and
the Ministry of Transport and Communications Finland watch the
telecommunication markets strict discipline, they have rights to cancel
existing licenses if needed

Telephoning in the car come to forbidden without a Hands-free system in
Finland in 1% of January 2003

Environmental
The mobile terminals and accessories are ecologically waste, the green

priorities are influencing the mobile telephone markets
The life cycles of terminals decreases
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' Ficom ry

" http://www.finnet.fi/

" NMT = Nordic Mobile Telephone
Y Ficom ry

¥ http://www.finnet.fi/

' Ficom ry
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